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TOWARDS MALAYAN SELF-GOVERNMENT 


It is not generally realised that the ancestors 
of many of the Chinese now living in Malaya were 
soldiers of the huge armies of the Taiping Tien 
Kuo, which for 15 years tried to overthrow the 
Manchu Dynasty. They were members of the 
secret societies which were pledged to _ restore 
Chinese rulers to the Throne. The repercussions 
of the Taiping rebellion were felt in the streets of 
Singapore four score years ago. It was to Malaya, 
also, that the great Constitutional reformers of the 
late nineteenth century came in order to enlist sup- 
port and raise money. There are men in Singa- 
pore today who still remember the visit of Kang 
Yu-wei and recall his dream of a modernised China. 
Dr. Sun Yat-sen himself described Malaya as “the 
mother of the Chinese Revolution.” Dr. Stanley 
Spector, Lecturer in Chinese History in the Univer- 
sity of Washington, who has spent a year in Malaya, 
said recently that there had been a great stirring 
in the Chinese community. A city like Singapore 
is in some respects more representative of China as 
a whole than many cities of similar. size in China 
itself, for in that city were to be found Chinese 
People from many areas and more dialects are 
spoken than are heard in the average Chinese city 
or even in Hongkong. Because of these divisions, 
linguistic unity was also forced upon the Chinese. 
In order to understand each other the Chinese have 
enthusiastically adopted the national language (Kuo 
Yu) and nowhere in China south of the Yangtze, 
and nowhere outside of China, do so many people 
speak Kuo Yu asin Malaya. 
Chinese schools had also been phenomenal, for in 
Singapore there are now more than 270 Chinese 
schools with over 80,000 pupils, while in the Fede- 


sations were necessary for a_ united, 


The growth of. 


ration there are over 1,200 Chinese schools, accom- 
modating 263,000 pupils. In 1938 there were 91,530 
students in Chinese schools. Dr. Spector said that 
even in distant Kedah he had found unexampled 
enthusiasm among the Chinese settlers in regard 
to the new Nanyang University. The drive for 
funds touched every level of society. One can dis- ° 
cuss Nanyang University with a fruit-hawker, a 
cabaret girl, a taxi-driver, or a banker; many of 
them have contributed. The development of a 
political consciousness within the Chinese communi- 
ty is also a marked change. Social democracy has 
a long history in China but political democracy is 
quite new. 


Former Legislative Councillor Lim Yew-hock 
asserted recently that there should be a United 
States of Malaya. ‘Pan-Malayan political organi- 
independent 
Malaya but should not be organised on communal 
lines. If the UMNO-MCA Alliance were a true 
alliance for the uplift and welfare of the Malayan 
people, surely the two halves would by now have 
merged into one big political entity calling itself by 
some suitable name according to their political be- 
liefs instead of their present communal names. The 
leaders in the two territories of the Federation and 
Singapore should sink their differences and work 
wholeheartedly for a United Malaya. In a United 
States of Malaya all the States would have their 
own autonomous government with a Federal Legis- 
lature. Each partner would have its own fiscal — 
policy and be able to control its own internal affairs. 
Mr. Lim, who is also President of the Singapore 
Trades Union Congress, further stated that trade 


386 


unionism in Malaya should not develop in the same 
way as it had done in Western Europe, “because we 
have owr Own customs, our own appreciation of 
values and of right and wrong, and our own pro- 
biems which can only be tackled with an Asian 
background.” Some leaders held that an indepen- 
dent Malaya should remain within the British Com- 
monwealth of Nations, but this was a matter for 
the people to decide. The present mood favoured 
remaining within the Commonwealth, but the mood 
may not remain—depending of course on the at- 
titude of the: British Government towards the 
aspirations of the people. Malayans should also 
work for a South-east Asian Pact with neighbour- 
ing countries for mutual benefit. 


The British Foreign Secretary (Sir Anthony 
Eden) aroused little or no resentment when he laid 
down the five hard necessities for self-government 
in the Federation of Malaya. Before self-govern- 
ment they must suppress terrorism; put the peoples 
of Malaya on their guard against Communist in- 
filtration and subversion; help to secure Malaya 
against these dangers; develop a stable economy 
and administration and establish a “durable accord” 
between all races; and, lastly, provide a secure sys- 
tem of defence. These “must regulate the pace at 
which we can go forward to realise what is, I am 
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sure, our common hope of a happy, prosperous, 
self-governing united Malayan nation within the 
Commonwealth.” 
their defences and remove from the minds of all 
in Malaya the fear of the terrorists in che jungle 
and of encroachment from without the gates. 
added that the surrender terms to the Communists 
were very generous and seemed the best way of 
dealing with the problem. The terms were com- 
parable with an amnesty. 


In particular they must look to 


He 


A new system to encourage terrorists to sur- 


render was recently announced by the Federation 
Government. 


Higher rewards were offered for 
inducing a terrorist to surrender, or for information 
leading to capture, than for an outright “kill.” It 
is hoped this will discredit Red leaders who now 
tell their men that the Government’s surrender 
policy cannot be trusted. The scale introduces a 
minimum payment for civilians who help to sup- 
press terrorism. This can be increased without 
limit for very valuable help. Four million leaflets 
in Chinese, announcing the new scheme, hav2 been 
dropped in terrorist areas and about 500,000 leaflets 
in Malay and Tamil will be dropped in specific 
areas. The new scheme is the fourth the Govern- 
ment has started since 1950. 


POPULATION PROBLEMS CHINA 


By T. R. Tregear, Ph. D. 


(Lecturer in Geography, 


Perhaps no clearer demarcation between the viewpoints 
and ideologies of the West and the Communist controlled 
countries could be found than in their approach to popula- 
tion problems. In the West there is real concern over the 
steady and rapid increase in population throughout the world 
and a fear of its consequences in misery and disruption. 
The Communist, on the other hand, welcomes this increase. 
He regards the Western view as neo-Malthusian and capi- 
talistic and says, in effect, “let the people multiply as they 
wish; it is the scientists’ job to see that the food is provided”. 
China is said to be aiming at an increase of 10 million per- 
sons per annum. 


Until 1954 all figures of China’s population have been 
estimates of varying value. The following are from a selec- 
tion made by Dr. S. G. Davis in an article on “Chinese 
Emigration through Hongkong” :—* 


438,933,373. 


The 1954 figures are the only ones that can lay any 
claim to the accuracy of census figures, all the rest being 
estimates based variously on number of households, food 
consumption, salt consumption ete. There are thus no 
figures on which to form any really accurate estimate of 
the rate of increase. ‘There are, however, other figures from 


* Economics & Finance in Indonesia, Jan. 1955. 


University of Hongkong) 


which one may make a reasonable deduction. World popu- 
lation is increasing at 75,000 per day (Fairfield Osborn, “The 
Limits of the Earth”) and Indian Republic at 14,000 per 
day. On that basis China’s increase may be put at about 
25,000 per day or 9 million per annum. Gamble, investi- 


gating Ting Hsien between ** 1932 and 1936, quotes a birth ~ 


rate of 40 per thousand and death rate of 27 per thousand 
for the district, giving a natural increase of 13 per 1,000 
per annum. There can be doubt that one of the main 
reasons for the great advance in the natural increase that 
has been observed in recent years is the vastly improved state 
of public health and hygiene, together with the wide use of 
vaccines and anti-biotics. This factor is likely to be of 
increasing importance as time goes on. 


Over-population has long been considered as one of 
China’s main problems. Given the present state of know- 
ledge and stage of development in vast areas of rural China, 
with their high population per acre and attendant under- 
employment in nearly all districts, it is clear that some 
withdrawal of numbers from the land would be necessary in 
order to arrive at the optimum at present. We need, how- 
ever, to keep constantly in mind the possibility that while 
600 million in 1954 may be over-population, even 800 mil- 
iion twenty years later may be under-population, given a 
sufficient increase in knowledge and skills. This, of course, 


is what happened in England during the Agricultural and ! 


Industrial Revolutions. 


** Sidney D. Gamble, ‘“‘Ting Hsien: 


a North China Rural Community”, 
Institute of Pacific Relations. 
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There are basically three ways in which a country or 
community can deal with a surplus population; three ways in 
which it can arrive at an optimum number. 


The first is the obvious one of control of numbers by 
birth control. This, at present at least, is ruled out since 
it is against the policy of the People’s Government, which 
has the increase, rather than curbing of population in view.t 


Migration within China’s own borders holds considerable 
possibilities, but it is questionable whether this method is 
competent to deal with very large numbers. There are 
three areas to which major movements could be made, viz 
the North East; the North West and the South East. The 
high Tibetan Plateaux are left out of consideration as being, 
at present, beyond man’s power to utilize. 


turally and, on account of its mineral wealth, is already 
the centre of China’s industrial development. The North 
West is of, far greater extent but is very difficult country 
so far as development is concerned. It consists of a number 
of basins, the centres of which are usually true desert. 
peripheral areas are more fertile: semi-desert with oases or 


steppe-land. Some of this could be turned into arable land 


if water were brought to it but this could only be done 
with the application of much capital. Moreover developed 
areas would share the danger common to all irrigated lands 
in this north western part—the danger of alkaline accumula- 
tion. We do well to remember past struggles of the Chinese 
farmer to extend his agriculture in this direction and of 
his repeated failure. The Great Wall marks a climatic 
frontier more surely than a political boundary. Neverthe- 
less we must also remember the great transformation that 
science has effected in similar terrain in Turkestan (USSR) 
and the beginnings that have been made in Sinkiang. The 
Indochina Peninsula of the south east presents a different 
kind of opportunity. Cut off in the past by the high ranges 
of Burma and the Yunnan plateau, this monsoon area has 
not yet been fully occupied or developed. Chinese pressure 


today may stem as much from social i.e. population causes 
as from political causes. 


The third way in which a surplus population can be met 
is by increased production from the land already occupied 
and this, in the long run, must be the way in which all 
communities must rely. ‘China’s arable land is already very 
intensely cultivated. Can this intensity be increased and can 
the area under cultivation be extended? If our estimate 
about the rate of China’s population increase is correct, then 
she will need to increase food praduction by about 2% every 
year in order to maintain present standards of consumption. 


* * 


The following are some of the ways by which present 


food production in China can be very appreciably increased 
during the next few years. 


(a) Flood Control. Every year, as a normal oc- 
currence, large areas in the Hwang-ho, Yangtse and Hwai 
valleys are inundated and _ lost to cultivation during the best 
growing season of the year. When the summer.rains, in any 
particular year are abnormally heavy, this flooding becomes 


| catastrophic, as in 1931 and 1954 in the Yangtse and Hwai 


basins. In 1931, 34,000 square miles of the Yangtse basin 


¢t In a speech at the China National People’s Congress a deputy, Shao 
Li-tze declared “It is a good thing to have a large population but in 
an environment beset with difficulties, it appears that a limit should 
be set’? and went on to advocate a birth control campaign. (Speech 
quoted in People’s Daily, Peiping, Sept. 18th, 1954). See also Far 
Eastern Economic Review, March 17th. 


Of these three, . 
‘the North East is the most promising immediately. Man- 


churia still has great areas awaiting development agricul- | 


The 
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were flooded. Most of this lower lying flooded land was 
arable and under rice. We may reckon some 25,000 square 
miles (16 million acres or approximately 100. million mow) 
as being lost to cultivation that year. In terms of food 
this means a loss of 250 million tan (1 tan equals 133 lbs.) 
since one mow produces on an average 23 tan, to say nothing 
of loss of property, loss of trade and loss of fertility, 
though, in some instances, there may be gain in fertility 
depending on the nature of the flood deposit. 


To prevent these recurring calamities very scnitibailite 
river conservancy schemes are being undertaken in all the 
three main offending basins, the Hwang-ho, Yangtse and 
Hwai. Each of these schemes is of the calibre of the T.V.A. 
scheme and, when successfully completed, will undoubtedly 
make a considerable contribution to the nation’s food supply. 


Another measure which is essential to successful flood 
control is the afforestation of large tracts of China’s up- 
lands. According to Soviet estimates,* China at present has 
only 25% of the forest cover it should have for the proper 
regulation of climate, flood, drought and soil conservancy. 
With adequate afforestation the present annual loss of soil 
could be prevented and the slow process of soil accumulation 
in those vast denuded areas of the north west could be 
put in train. There is plenty of evidence that the People’s 
Government is alive to the importance of this aspect. 


(b) Closely allied to the above measure, of course, is 
the extension of irrigation. Some progress has been made 
in this direction notably in Sinkiang, where some 33,009 
hectares (approx. 80,000 acres) of new land have been 
brought under the plough and where other great works are in 
hand. In such dry lands as this we must bear in mind the 
dangers of alkaline accumulation mentioned above. 


Probably more important than the bringing in of new 
acres by irrigation, is the provision of a perennial water 
supply to lands already cultivated, thereby enabling double 


cropping and virtually doubling the acreage. 


A change in burial customs, particularly in the north, 
where filial piety in the past has demanded that the head 
of the family be buried maybe in the centre of the most 
fertile field, would in itself be enough to provide land for 
one year’s 2% increase. Lossing Buck has estimated that 
1.9% of China’s farm land is devoted to graves. 


(c) Better farming methods can undoubtedly increase 
the produce per acre. For example, the composting of night 
soil would not only be a more economical use but would also 
help to avoid the many debilitating disease to which its pre- 
sent use gives rise. The application of chemical fertilizers 
would also increase productivity. With the growth of in- 
dustry such fertilizers as ammonium sulphate etc. will be 
available in increasing amounts. Seed selection has been 
receiving attention over the last thirty years but has far 


to go yet to reach western standards. Better tools too have 
a part to play. 


(d) Land Reform, which has been carried through in 
most of China during the past four years, is not uncon- 
nected with increased production. Without passing any 
judgement on the methods used, one may safely say that if 
the reforms are successful in giving to the farmer greater 
security of tenure and relief from oppressive rents, then 
more intensive and contented cultivation is likely to result. 
The gathering of scattered strips into consolidated holdings 
has obvious advantages. The removal of abSentee  land- 
lordism, again, should have its effect, especially in those 


areas, such as Yunnan, where it pressed most heavily. 


* Jen Min Chung Kuo, November 16th, 1950. 
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(e) Co- operative Societies, with all their advantages 
in buying and selling agencies and easy credit, and Mutual Aid 
Teams have a clear contribution to make. The People’s 
Government claims that they—the Co-ops. and M.A. Teams 
may increase production by as much as 30%. 


(f) Improvement and_ extension of communications 
and transport, by making available produce which has hitherto 
been denied a market, have an effect tantamount to the 
breaking of new ground. Extended rail and road communi- 
cations are, of course, a sine qua non of the migration men- 
tioned above. The capital cost for the actual settlements 
is however high, and nothing has yet been budgeted under 
such a heading. 


(zg) Nearly every village and hamlet in South and 
Central China has its pond, usually stocked with fish an- 
nually, and this is a source of considerable food supply. 
Nevertheless, a more careful and scientific development of 
these ponds could greatly increase their annual return. It 
is estimated that such fish ponds in the New Territories, 
Hongkong, give a cash income ‘per acre double that of the 
paddy fields. 


(h) Industrial development is sometimes looked to 
almost as a panacea of population problems. It is true that 
in China such development will absorb vast numbers of re- 


+ Dr. D. Y. Lin “Report of a Trial Survey of economic conditions of 60 
families in the New Territories of Hongkong.” 
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dundant land workers (most farms now have far more labour 
than can be used during the greater part of the year) and 
would result in a great increase in the production of things, 
with a corresponding rise in the standard of living. But 
the development of industry, except in the production of 
certain by-products useful to agriculture, does little to 
increase the production of food and this is the ultimate 


problem of China’s population, as, indeed, for the world 


as a whole. In spite of all the attention and assistance 
given to agriculture, especially in S.E. Asia, it is estimated 
that there is less food per head of population in the world 
than there was five years ago. Clear emphasis by the 
People’s Government in its Five Year Plan has been placed 
on industrial development. 


One may well ask “Can the above mentioned means: 


serve to match production to the ever growing numbers? 
Can ever-increasing food supplies be maintained?” When 


we think in terms of Malthus’ progressions and apply them 


to China’s millions it would seem impossible. Yet a 
dogmatic negative would be foolish. One has only to re- 
member the experience of England in the Nineteenth Cen- 
tury. The scientist already has, at the laboratory experi- 


-mental level, made discoveries, which, if they can be carried 


to commercial production, may really be epoch making. 
Applied chemistry and synthetics, the use of green algae 
chlorella and yeasts, the conversion of seaweeds into animal 
foods and such like may cause the population bogey to fade 
for a century or more, 
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OF THAILAND’S 
TRADE AFTER THE WAR 
By Lee, M. Sc. (Cantab.) 
Part I 
, : asin to a large extent upon government policy. In fact, 
Chapter I. Thailand’s Exports 
(i) rice 
rubber 
(ili) tin | 
| (iv) teak and other timber 
Chapter II. The Export Policy and Its Dominance 


Over Import Policy 

Thailand’s Imports 

(i) composition of imports 

(ii) the trend of import quantity 


Chapter III. 


Chapter IV. The Problem of Multiple Foreign Exchange 
Rates. 

Chapter V. Thailand’s Trading Partners. 

Chapter VI. The Present Problems. 


I. THAILAND’S EXPORTS 


Thailand, being a primary producing country and an 
under-developed one, exports four main products, viz, rice 
(60-65% 1 of her total. merchandise export value), rubber 
(17-20%), tin (7-10%) and teak (4-5%). Other minor ex- 
port products are salt, salted fish, oil seeds, hides and skins, 
sticklac etc. Immediately after the Second World War, her 
exports on the whole progressed so rapidly year by year, 
that Thailand was able to regain her foreign exchange re- 


serves in the short period of a few years by means of her 


export surplus and consequently to strengthen her balance 
of payment and foreign exchange rate. 


After the termination of the Tripartite Agreement and 
from 1948 onwards, Thai rice export recovered ’from a low 
level to the record one of 1.4-1.6 million tons during 1950- 
1952. Evidently, due to the post-war acute shortage of food 
in the neighbouring countries, rice export enjoyed a pro- 
sperity unprecedented before; it was not until 1953 that. the 
market began to turn from a seller’s one into a buyer’s one. 


Two interesting phenomena can be noted. in the present 


years: 


(1) The Thai Government plays a greater and greater 
part in the trade and consequently the fate of the trade 


The author is very grateful to Dr. C. Y. Wu of United Nations, who 
read and commented on the article, and to Luang Thawin Sresthaphanich- 
karn, Director-General of the Foreign Trade Department of Thailand and 
Mr. Srivadhana Chalerm, who supplied the author with much valuable 
statistical data. 


1. This high percentage is arrived at by eonvertiie the rice export 
earnings in foreign currency into the tical at the prevailing free 
market rate of exchange. 


2. See the writer's articles ‘Post-War Rice Trade of Thailand’ published | 
une 10, June ‘17, 


‘in Far Eastern Economic Review on May 27, June 3, 
1954 and ‘Rice Export Problems of Thailand’ on July 22, 1954. 


from the end of the War till the second half of 1953. 


the Government monopolises rice export by means of the 
laws that rice-mills and stores must sell to the Government 
at official ‘purchasing rate’ and that exporters must buy from 
the Government at ‘ex-mill prices’. The grant of export 
quota is another means of the Government to regulate the 
export quantity. 


Thus, Thailand exports more rice on government-to- 
government basis than through ordinary private commercial 
channel; in 1952, the former is of about 59.7% of the total 
rice export while the latter, of about 40.3% and in 1958, 
54.5% and 45.5% respectively. 


(2) The export price and quantity of rice rose steadily 
Since 
then, it has been declining in face of keen international com- 


petition. 


~ During that period of prosperity, the Thai Government 
policy was twofold; firstly, to raise the maximum revenue 
for the government ‘and secondly to prevent over-export from 
having the harmful effect of enhancing domestic prices of rice 
and consequently cost of living. Actually, there were al- 
ready signs of declining market in early 1953, although ex- 
port price was still very high. Failing to realise the turning 
tide the Thai Government raised the ex-mill price in early 
1958. 


Obviously, in 1953 the price of Thai rice was higher 
than that of Burmese or Indochinese rice. In that year too 
Burma was able to contract with the rice-importing countries 
such as India, Japan, Okinawa, Ceylon and Indonesia on long- 


term basis of four or five years, thus making sure of the 


Thailand was. then 
She began to realise her un- 


market in the long run. Evidently, 
undercut by her competitors. 


favourable position at the end of 1953 and since then had 


been contemplating vigorously to facilitate export with all 
her means, among which were the lowering of ex-mill price, 
the relaxation of control of commercial rice export, the lower- 
ing of government premium, the more liberal grant of ‘in- 


‘ducement’ quota of one ton for every 3 tons of rice sup- - 


plied to the government instead of 43 tons as hitherto. At 
present with the lowering of government ex-mill prices, parti- 
cularly for the low-grade broken rice, it cannot be said that 
Thai rice is priced-out in the international market, if we 
take into consideration its good quality. But there are 
several unfavourable factors, on account of which the pre- 
sent writer advocates the policy of ewering further the 
price: 


(1) As mentioned above, many buying countries such 


. as India, Japan, Ceylon, Okinawa, Indonesia and Mauritius 


have already been committed to Burma, having a narrower 
scope of demand for Thai rice. Besides, according to those 
long-term contracts, the price of Burmese rice would be re- 


duced automatically by £2 in the year 1955. 


(2). The rice-production of U.S.A. Argentina and 
other South-American countries and Pakistan has been ex- 
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panding rapidly in recent years, particularly for the 
1954-1955 crop. These countries have now become the keen 
and somewhat new competitors of Thai rice. 

(3) The supply of low-priced rice 
China to Japan, Ceylon, India and Indonesia is also a threat 
to Thai rice. 


(4) At the same time, food-importing countries such 
as India, Ceylon, Malaya, Indonesia etc. are growing more and 
more rice in an effort of self-sufficiency. 


(5) Judging from the record of the _ past eleven 
months of this year 1954, the total export of Thai rice will 
not be more than one million metric tons. Hence our 
carry-over stock for the next year 1955 will probably 
amount to about half a million tons. Owing to the floods 
and drought in north-east and central parts of Thailand, 
the next year’s exportable surplus.from the 1954-1955 crop 
is estimated by agricultural experts to be about one million 
tons. So the total exportable quantity in 1955 will be 
about one-and-half million tons. Under the present circum- 
stances, can Thailand export so much, without the strenuous 
effort of rice-reduction? 


It may be argued that the demand for rice is inelastic 
so that price-reduction may not result in much greater 
quantity demanded but, on the contrary, in the lesser ag- 
gregate foreign exchange proceeds. First of all, the buying 
countries demand for rice is not so inelastic with respect to 
price (it is certainly elastic with respect to income) as people 
imagine. With lower price, poor people in Japan, India ete. 
can consume rice instead of other food substitutes. More- 
over, with lower price broken and lower grade rice would be 


of Communist 
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demanded in greater quantity for brewery, making starch 
and other industrial purposes. This has been proved by the 
fact that rice flour milled from the cheap broken rice, A.1. 
and ©.1. grades was exported in large quantities to Europe, 


Hongkong and Singapore, which was a somewhat relief of 


the ‘broken rice problem’ of Thailand some months ago. 
Secondly, the demand for Thai rice in partieular is certainly 
very elastic because, since there are so many competitive 
suppliers, the higher price of Thai rice would divert demand 
to competitors. 3 


It may be argued that a price reduction would result in 
the decrease of public revenue which the Government gains 
from the export of rice as well as in the decrease of foreign 
exchange for the Bank of Thailand for every ton of rice 
exported. In fact, it is not so. 
ment and the Bank of Thailand then gain from one ton of 
rice exported is smaller, yet a greater export quantity will 
bring in a greater aggregate revenue and foreign exchange to 
the respective authorities. Besides, by stimulating the effec- 
tive demand and business activity of the economy through 
a greater volume of rice export, the public revenue derived 
from taxes of all sorts will also be increased; the Treasury 
is thus benefitted indirectly. ‘ 


A third argument against price reduction, is that Thai- 
land has the outstanding contract with the _ British and 
Japanese Governments for so many tons, that a lowering of 
the government ex-mill price means also a reduction of the 
price to the two big buying governments. That argument 
which carried weight for some time is no longer valid now 
because (1). Hongkong and Singapore will allow the bigger 
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private commercial imports of rice beginning from the next 
year 1955 and the British Territories, at least Hongkong and 
Singapore, will abandon the policy of government purchase 
and (2) Japanese Government will likely buy more from 
Thailand if the price of Thai rice is to be lower. 


There is however one sound argument against price- 
reduction i.e. if Thailand cuts the price as much as Burma 
and Indochina did, there will start a price war or cut-throat 
competition, at the end of which no supplier will win or be 
benefitted. Since Burma and Indochina reduced the price 
first in face of falling demand and accumulated stocks, and 
presented to Thailand the awkward situation, there were, and 
still are, two alternative ways for Thailand to follow in 
realistic policy. One is to negotiate with Burma, Indochina 
or other suppliers for the maintenance of world price and 
for avoiding cut-throat competition. That is the ideal from 
the point of view of suppliers, particularly of Thailand. Fail- 
ing that, Thailand should take the initiative in competition 
and not be passive by following the steps of other com- 
petitors. The present writer has the impression that Thai- 
land was still dreaming of high price and good market when 
the market had already changed in 1952 or 1953, that she 


woke up finding the other ‘fellows’ in the race had gone far — 


beyond her in the new circumstances and that she is still 
puzzling and hesitating of what to do in lack of a deter- 
minate and prompt policy, when all sorts of problems are 
being heaped up in the economy. 


Apart from the price-reduction policy, Thailand should, 
by now, realise her mistakes that the severe government 
control in recent years was rather a hindrance to rice- 
export inasmuch as it forced export price up, maintained the 
high price rigidly in time of falling demand and provided the 
chance for some people to ‘play about’ with the buying and 
selling of private export quotas. Rice business had become 
too much a political game. It is now high time to open this 
trade to free competition and let those who have the ability 
to sell and export rice have the equal chance to do so. 


In order to relax control and at the same time to 
assure the maximum public revenue possible, may the present 
writer suggest to abolish altogether the Government ex-mill 
price and purchasing rate and to levy, instead, premia on 
various grades of rice exported which can be adjusted, or 
changed if necessary, now and then by the authorities con- 
cerned. The principle is to have a flexible policy to cope 
with the ever-changing market, and for the authorities to 
act promptly in accordance with the realistic circumstances. 


RUBBER 


Rubber is planted in Southern Provinces mainly in small 
holdings. The rubber industry of Thailand suffered badly 
during the War due to the lack of oversea markets such as 
U.K., U.S.A., and Europe. The only demand was frm Japan. 
So, many trees were left untapped for several years. Im- 
mediately after the War, rubber-export began to revive; the 


391 


quantities exported during 1946 and 1947 were far more 
than those official statistics suggest because an incalculable 
amount was smuggled out of Thailand across the border to 


- Malaya or by small boats or by some other means, in the 


attempt to avoid surrendering 100% of the foreign exchange 
proceeds to the Thai Government at the official exchange rate. 
Although from Jan. 1947 to 1948, only 50%, imstead of 
100%, of the exchange earnings had to be surrendered, smug- 
gling did not cease altogether and merchants might often 
under-declare the export quantity and value. At any rate, 
it seems certain rubber production and export were double of 
their pre-war level from 1948 onwards. 


Table I. Export of Rubber from Thailand 
Metric tons Index 
April 1938-March 1939  ............ 47,309 100 
April 1939-March 1940 ............ 42,181 89.2 
110,400 233.0 
99,600 211.0 
1954 (Jan. Oct.) 95,827 


April 1938/March 1939-1949-—Reports of the Financial Adviser 
of Thailand covering the years 1939-1941 and 1941-50. 


1950-1958—-ECAFE Bulletin published in August 1954 and Econo- 
mic Survey of Asia and the Far East, 1953. 


1954 (Jan.-Oct.)—-Customs Report. 


Source: 


The contribution of rubber export to the foreign ex- 
change earnings of Thailand needs no emphasis, since rubber 
is ranked second only to rice in the list of Thai export com- 
modities. Although the quantity exported did not change 
much, year by year, the value of rubber export in foreign 


exchange did so tremendously on account of the violent 


fluctuation of the world price. The price soared up sky- 
high during the 1950-51 boom consequent upon the outbreak 
of the Korean War and U.S.A.’s stockpiling policy. This had 
a favourable effect on*Thailand’s terms of trade. From 1952 
onwards, however, the rubber price began to show a down- 
ward trend. 


In pre-war time, Thailand exported about 98% of her 
rubber through Malaya and thence to Europe. Since the 
War, U.S.A. has become her bigger and bigger customer; in 
the boom year 1950, 98% of the rubber was sent to U.S.A.! 
The Thai-United States Agreement, which was in the nature 
of guarantees by both governments to step-in to supply or 
to purchase the stipulated quantity within a certain period, 
in the event-of merchants failing to do so in private trade, 


Table II]. Export of Rubber from Thailand by Destination 

April1938/ April 1939/ in Metric Tons 

March 1939 March1940 1948 1949 1950 1954 (Jan.-Oct.) 
a 46,343 (98%) 40,625 17,396 41,835 (43%) 2,210 2 
Europe 922 (1.9%) 713 U.K. 2,693 U.K. 10,940 (11.3%) — — 
Japan 28 778 — — 463 1,678 (1.8%) 
U.S.A. — —— 75,132 43,107 (44.3%) 110,026 93,984 (98.1%) 
Other countries 16 65 841 1,354 (1.4%) : — 163 

47,309 (100%) 42,181 96,062 97,236 (100%) 112,699 95,827 (100%) 

Source: 1938-49 Reports of the Financial Adviser of Thailand. 


1950 Exchange Control Division of Bank of Thailand—Report for the Year 2493 (1950) of Bank of Thailand. 


1954 (Jan. “Oct.) Customs Report. 
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was a help to the rubber industry. Unfortunately the 
agreement was terminated at the end of 1952 and in spite of 
the suggestion of the Thai Government. It was not renew- 
ed yet, pending consideration of both governments. Under 
the terms of the Thai-Japanese Trade Agreement for the 
year September 1953-August 1954, Japan agreed to buy 
rubber from Thailand to the value of US$11 million. 


Since Thailand plays only a small part in the world’s 
supply of rubber, the fluctuation of price and hence of ex- 
change earnings is entirely beyond the control of Thailand. 
But the requirement of surrendering 20% of the foreign 
exchange by Thai exporters hindered somewhat the competi- 
tive power especially so in time of world’s falling demand 
for rubber. Apparently, the deliberate policy of appreciat- 
ing the baht in terms of foreign exchange in 1952 had the 
harmful effect on this vital export. 


TIN 


The tin industry has not yet recovered to its pre-war 
level (Table IJI). War had a devastating effect upon many 
of the mines; in 1947, production was only about a tenth 
of the pre-war peak level. However, since 1948, production 
began to improve till 1950, but which was still far below 
the pre-war level. The flare-up of the Korean War caused 
the world price of tin to rise and consequently helped to 
stimulate the tin production and export of Thailand. Since 
then, with the fall of tin price, Thailand’s output and export 
declined again. The appreciation of tical in early 1952 hin- 
dered further export and production. To help the industry, 
the Government announced in September 1952 that tin ex- 
porters were allowed to surrender only 20% of the foreign 
exchange earnings at the official rate instead of 40%. Pro- 
duction was improved at the end of 1952 and early 1953. 
Unfortunately world tin price fell heavily from May to July 
1958. Several mines had to be closed and the industry faces 
many difficult problems such as the lack of capital (since 
little or no foreign investment flowed into the industry for 
two or three years) and the gradual exhaustion of the rich 
ore beds. It seems that the industry has a declining trend, 
unless the Government stimulates its export by allowing ex- 
porters to dispose freely the exchange earnings and raises 
foreign and home capital for the industry. 


Table III. Export of Tin From Thailand 
Metallic Tin Content Value in Million 


in Metric tons Index US$ 
. 16,755 100 — 
13,737 82 — 
17,030 105 
15,269 94 — 
69 
1 — — 
5,239 32 — 
5,741 34 — 
8,105 48 — 
9,650 58 22.7 
9,620 57 21.4 
16.4 

(Jan.-Oct.) 

Source: 1937-1947 Reports of the Financial Adviser of Thailand. 


1948-1950 ECAFE Survey. 


1951-1952 Quarterly Economic Review of Continental S.E. Asia, 
June 1953. 


Value in US$ ECAFE Survey, 1953. 


Before the War, practically the whole tin concentrate 


production was sent to Malaya to be smelted for re-export. 
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During the War and for a short time afterwards, Thailand 
smelted the major part of her tin-ore, but ceased this activity 
in 1948. The destination of tin concentrate export from 
Thailand has undergone some change in the_ respect that 
U.S.A. began to import a significant quantity. She imported 
from Thailand about 2,800 metric tons (53 per cent of 
Thailand’s export) in 1947; 3,900 tons (70 per cent) in 1948; 
2,600 tons (33 per cent) in 1949 and 2,500 tons (25 per 
cent) in 1950, the remainder being exported to Malaya. 


TEAK AND OTHER TIMBER 


No satisfactory statistics are available for the export 
quantity and price. Export of timber’ recovered rapidly 
after the War due to the demand for.reconstruction work 
all over the world and price of teak rose to such a high 
level in 1951 that foreign demand was diverted to sub- 
stitutes. During 1950, Mai Yang and: other hard woods 
were prohibited to be exported in order to conserve the 
supply for the home market. The ban was lifted in July 
1953 on account of the deteriorating trade position, but the 
harmful effect of the ban on her export market still re- 
mained. Taking advantage of the situation, the forest of 
British Borneo was then developed or extracted for exports. 
Thailand now finds it hard to regain the yang wood market 
which has already developed a preference for yang-wood 
from Borneo. This should be a lesson to Thailand’s export 
policy, in the respect that it is necessary to hold on the market 
permanently and without interruption of supply. 


The main export markets of teak and yang are Hong- 


kong, Singapore, U.K., Holland, Belgium, Italy, and Middle 
East. 


Il. THE EXPORT POLICY AND ITS 
DOMINANCE OVER IMPORT POLICY 


Viewing Thailand’s exports as a whole, the progress 
from the aftermath of the War till 1951 or 1952 was very 
striking owing to the acute shortage of rice in the neighbour- 
ing countries and to the good demand for rubber and tin. 
Government control over exports has become absolute. The 
years 1953 and 1954 saw the difficulty in finding export 
market for rice; rubber and tin prices fell drastically too 
after the 1950-1951 boom. The terms of trade which had 
been very favourable to Thailand turned adverse. Thailand 
once again, since after 1946 and 1947, began to feel the 
strain in the adverse balance of trade and hence current 
account of the balance of payment. Because of the decline 
of exports, Thailand had, in the recent two years or so, to 
find ways and means to stop the rising tendency of her 


foreign exchange rate. 


' Thus the general condition of exports has always had 
the dominating effect on the Government import policy, in- 
asmuch as a country’s earning of foreign money must be 
good enough as to cover her expenditure of foreign money, 
unless the deficit is financed by international loan or gold 
and foreign exchange reserves. Immediately after the War, 
from 1946 onward, all imports were brought under licensing 
on account of the practically complete loss of gold and 
foreign exchange reserves and the dwindling exports. Owing 
to ineffective enforcement, that control was ended in 
January 1947. The second phase of import control was 
started in December 1948 when only imports of luxuries were 
under licensing whereas those of essential goods were free 
from licensing control. In May 1950, there was the modi- 
fication of import control laws, which were then applied to 
the limited scope of imports of sugar, automobiles, cement 
and paint-diluting oil. In June 1950, control on all imports 
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oil was lifted, and 
Thailand enjoyed a brief period of relatively free imports 
until November 1953. Hence the gradual _ relaxation of 
import control could be related in exact harmony to the 
gradual revival of exports. 


The same principle can be aiited to the tiphtening of 
import control since 1953, consequent upon the decline of 
exports. The deficit trade balance, resulting from the de- 
cline of rice and other exports and the application of the 
baht in February 1952, led to the most severe import con- 
trol measures announced in September 1953, and.’ December 
1954 respectively, of which we shall discuss more in the 
following chapters. 


Ill. THAILAND’S IMPORTS 


Before we discuss further the import policy of Thailand. 
it is necessary to review the statistical facts. 
COMPOSITION OF IMPORTS. 


Thailand, being an agricultural country, imports mainly 


manufactured or semi-manufactured goods.. 
stance the year 1949. 
value! of about 2,270 million baht, 596 millions (26.3%), 


Take for in- 


were of textiles and yarns; 510 millions (22.5%) of mag 
chinery, metal manufactures, electrical goods and vehicles; 
96 millions (4.2%) of 


123 millions? (5.4%) of oil fuels; 
chemical products, medicine and drugs: 68 millions (3%) 
of paper and paper goods etc. However she imported 267 
million baht worth of foodstuffs (11.8%), a great part of 
which was of flour, tin foods and refined sugar. Gunny 
bags, for packing rice and other produce, also occupied an 


important place, the import value being 106 oe baht 
(4.7%). 


From the point of view of the inaleiniaiies of the 
economy, it is interesting to know to what extent she im- 
ported investment goods such as machinery, trucks for trans- 
port, electrical equipment, fertiliser, cement etc.; and to 


what extent she imported consumption goods such as textile | 


and yarns, food, drink and tobacco. Of the imported con- 
sumption goods, how much were really daily necessities for 
the man in the street and how much were luxuries. Un- 
fortunately current statistics are not good enough as to throw 
light on.such problems. But tentatively speaking invest- 


1. Customs Report. 


2. The relative importance of fuel oil import would be much caine 

if the import value is in terms of foreign exchange paid out, or the 
exchange payment is converted into baht at free market rate instead 
of at Certificate Rate. 


Of the total merchandise import’ 
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ment goods must have occupied a much more important | 
place in the import list since after the War, in view of the 
fact that Thailand, with the help of the International Bank 
for Reconstruction and Development, has more and more 
industrial or development projects such as the construction 
ofa barrage across the Chao Phya River for the purpose of 
itrigating the Central Plain and hence bringing new land 
into rice cultivation, the setting up of cement, sugar re- — 
finery, glass, gunny bag, plywood, cotton spinning, soap, 
paper, tobacco and other factories, and the development of 
modernised railway and highway systems. 


Before the new quantitative import restrictions en- 
forced since September 1953, it could be said that among 
the consumers goods imported a certain proportion was 
really of luxury goods such as motor saloons, cosmetics, 
fine textiles, tobacco, beer, wine and spirits. At present, 
due to the severe restriction, there is practically a small 


amount of luxury goods imported. This is of course a 


blessing to Thailand for saving foreign exchange for more 
essential purposes. 


THE TREND OF IMPORT QUANTITY 


No reliable statistics can provide a clear picture of the 
movement of the import quantity, nor of the import price. 
Apart from the element of smuggling and under-declaration 
of import quantity or value, the official Customs statistics 
show the import value in terms of baht only. In order to 
derive the quantum index, it is necessary to compile the 
price index to eliminate the effect of price changes. So 
far, no attempt has been made to obtain that end. 


| When peace was declared, Thailand was extremely short 
of manufactured consumers goods of all kinds. The pent- 
up demand for daily necessities such as clothes, footwear, 
utensils etc. which had been worn out during the war-years 
gave the greatest impetus for imports. Unfortunately the 


export condition and gold and foreign assets of Thailand 
could not allow her to purchase much from abroad. So 
there was the import licensing system but at the same time 


smuggling or under-declaration of import quantity was active 
so that the import values in 1946 and 1947 were actually 
more than what the Customs figures suggest. Import quan- 
tity rose steadily year after year from 1946 to 1948, ceased 
increasing in 1949 and even decreased in early 1950. The 
Korean war with the consequence of export-boom for rubber, 
tin and also rice caused the expansion of imports and even 
more so the sharp increase of import prices. Inflation fol- 
lowed the wake of export-boom, stimulating further the 
demand for imports. During 1951 and 1952 import scored 
a high record so much so that many import goods could be 


Table IV. Composition of Thailand’s Imports 
in thousand bahts 


1937 1938 | 1947 1948 1949 

1. Textiles and yarns. ......,..:...... 23,496 29,562 (23.5%) 325,379 483,028 595,865 (26.3%) 
2. Machinery, metal manufac- Bae 

tures, electrical goods and | | | 

as 23,531 . 28,871 (22.8%) 141,894 296,422 509,987 (22.5%) 
3. Chemical products, medicine 

and drugs 3 f 3,667 3,911 ( 3.1%) 58,610 79,023 95,979 ( 42%) 
4, On Tues ......... 9,959 10,380 (8.25%) 69,105 114,339 123,404 ( 5.4%) 
3,150 5,330 ( 4.2%) 22,394 98,701 105,612 ( 4.7%) 
5,529 4,297 ( 3.4%) 28,440 14,382 22,013 ( 1.0%) 
7. Beer wine & spirits ..... on 1,575 1,669 ( 1.8%) 10,069 12,830 17,695 ( 0.8%) 
8. Footstuffs (flour, sugar tin | 

food.ete;) 222555: 16,680 16,800 (13.3%) 167,588 231,326 267,096 (11.8%) 
9. Paper & paper goods ........... : 3,302 3,505 ( 2.8%) 48,996 77,776 68,405 ( 3% ) 

111,128 126,362 (100%) 1,097,913 1,754,200. 2,271,858 (100%) 
Source: Customs Report. 
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considered as luxuries. In the effort of suppressing inflation 
and hence cost of living, the Thai Government appreciated 
the external value of baht deliberately in early 1952. Con- 
sequently, ‘the expansion of imports coupled with the 
dwindling of rice and other exports caused the chronic trade 
deficit at the end of 1952 and the ffirst half of 19583. 
(Table V). In view of the rapidly diminishing foreign re- 
serves, the Government had to prohibit suddenly practically 
all imports for a short period of a few days pending new 
decision. The severe import control was then announced 
on the 12th September 1953 -in respect of (a) all imports 
being brought under import licensing, (b) higher import 
duty on almost all goods ranging from 25-50%’ for essential 
goods to 100% for ‘luxuries’ which had rather a wide range, 
and (c) the suspension of Certificate Rate of Tcs. 16.75 = $1, 
or Tes. 45 = £1 for many goods except (1) condensed and 
evaporated milk and milk powder (2) cotton grey and white 
shirting and cotton sewing thread (8) medicines and (4) 
petroleum products. From then onwards till now (December 
1954) the level of import has been kept very low which, in 
the opinion of the writer, is due more to the low purchasing 
power in the economy than to import restriction. 


At present the Government contemplates to group im- 
port goods into three lists+~(1) free imports such as con- 
struction materials, medicine, coffee seeds etc., which Thai- 
land cannot produce or cannot do so in sufficient quantities 
to meet home demand (2) imports subject to approval of 


import license and (3) imports strictly prohibited such as | 


luxuries. Owing to further deterioration of export the 
Government declared on December 14, 1954, that all im- 


ports no matter on L/C, D/P, D/A or whatsoever payment 


must be subject to the sanction of the Bank of Thailand. 


This measure is highly suggestive of the facts that (a) . 


with the diminishing foreign exchange and gold reserves, 
the Bank of Thailand worries of her sudden inability to meet 
foreign exchange payment of imports and (b) the quantita- 
tive import control by means of import licensing is streng- 
thened further through the double checking by the Bank 
of Thailand and (c) the foreign exchange accruing from 
exports must be sold within seven: days to the Bank of 
Thailand in order to prevent capital flight or holding foreign 


balance abroad by private concerns for speculative or other 
undesirable purposes. 


The import policy of Thailand is characterised in her 
aim of protecting and developing infant industries. Thus 
with the setting-up of sugar refineries the Thai Sugar 
Corporation, a Government monopolistic concern, was formed 
and entrusted with the task of sole importation of sugar 
according to the requirement of market but at the same 
time to maintain a high price for home-produced sugar. As 
a matter of fact, people have to pay a higher price for 
this daily necessity than it would otherwise be if sugar 
importation is not thus monopolised. This policy is sound 
as long as the sugar refinery industry can be developed within 
certain limited years of protection and can then stand on 
its own feet in open competition with foreign sugar. If 
the industry needs such high protection permanently in the 
long run, that means the country’s resources or’ labour and 
capital can be better utilised by diverting to other pur- 
suits; it will then be time for Thailand to ponder once again 
whether it is worth while to ‘tax’ people with a high price 
of sugar for the sake of the uneconomical industry. Simi- 
larly the principle is applied to other infant industries such 
as cement, gunny bag, tobacco,. weaving and other indus- 
tries. Thailand’s economy is undergoing a rapid change; 
she is trying hard to develop a more diversified economy 
with some light industries and with more varied agricultural 
production such as ramie, jute and cotton, growing. 


(To be concluded) 
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INTERNATIONAL COMMERCIAL ARBITRATION. 


By C. Loh 


(B.A., M.B.A.) 


PART II 


CONTENTS 
Reownt: Development of International Commercial 
Arbitration 


Draft-Convention on Enforcement of International 
Arbitral Awards 


Effects of Foreign Trade 
Commercial Arbitration 


Restrictions Towards 


Conclusion 


RECENT DEVELOPMENT OF INTERNATIONAL 
COMMERCIAL ARBITRATION 


Centuries ago traders learned the wisdom of submitting 
their disagreements to arbitration for a fair, speedy and 
friendly adjudication, so that practicability of commercial 
arbitration has been proven. Disputes between sellers and 
buyers in the markets of the world are common. The 
important thing about arbitration is that the arbitrator's 
role as judge is unique. With his possession of the techni- 


calities of the customs of trade he can deal with a case — 


with sympathy and understanding which with all due respect 
you cannot expect a Court of. Law brings to bear. In the 
last fifty years, there has been a steady and increasing 
resort to arbitration among private traders and government 
agencies that buy and sell goods, and skilled arbitration 
systems and tribunals have been developed in many coun- 
tries. 


Up to now, the practice of arbitration is well established 


in most countries of Western Europe and American Re- 


publics, but is less developed in the Asiatic countries. There 
is still lack of an established arbitration system in the 
international trade there. It appears that arbitration is 
hardly required so long as Asian foreign trade has been to 
the large part handled by foreign firms which are virtually 
subsidiaries of firms with headquarters abroad. In spite 
of the inadequacy of facilities, national arbitral machinery 
has been created to meet the requirements of business com- 
munity. It seemed to have developed with the require- 
ments of trade, through commercial organizations, com- 
modity exchanges and chambers of commerce. In practically 
all of the countries those who provide arbitral facilities are 
equipped to extend such facilities for foreign: arbitrations 
as well as domestic matters. 
of how such arbitration systems have been successfully 
operated here and in Japan. 


a) Hongkeng. In Hongkong the Hongkong General 
Chamber of Commerce serves as a medium institution to 
facilitate the arbitration system. They maintain a panel 
of competent and experienced arbitrators to take care of 
this job. They have been handling some 35 to 40 disputes 
a year. Most of these disputes are settled amicably on the 
basis of compromises, the remainder being referred 
to arbitrators appointed under the rules and pyre on 
arbitration laid down by the Chamber. 


We may cite two examples | 


According to the report supplied by Hongkong delega- 
tion to the recent ECAFE conference, the practice of com- 
mercial arbitration in Hongkong is hundred per cent success- 
ful and in no case there is the arbitration decision questioned 
in Hongkong courts. Hongkong affords no specific legisla- 
tion on arbitration. , Nevertheless, the Chamber draws the 
agreement pursuant to the rules and by-laws of the Chamber 
to regulate arbitration. It stipulates that: (a) the parties 
agree to arbitration and the appointment of an arbitrator 
in accordance with the rules and by-laws; (b) they agree to 
be bound by the arbitration decision, and (c) the arbitration 
Shall be based on the law of Hongkong.(9) 


From the above description, we learn that commercial 
disputes in Hongkong are settled by the rules and by-laws 
of an association organized by businessmen themselves; 
Secondly, that both parties are voluntarily abided by the 
decision as decided by the Chamber-appointed arbitrators; 
thirdly, that law of Hongkong is the final authority and that 
arbitration shall be guided by law of the land; and fourthly, 


the validity of an arbitral clause in a contract is recognized 
by the court. 


b) Japan. Arbitration facilities in Japan are called 
Japan Commercial Arbitration Association. This Associa- 
tion was established in 1950. Its activities are (a) arbitra- 
tion and mediation of international commercial disputes and 
consultation service thereon, (b) educational and publicity 
work concerning prevention of claims, and (c) co-operation 
with arbitration bodies in foreign countries. (10) 


It would be emphasized that the inclusion of an arbitra- 
tion clause in a commercial contract whereby the parties 
agree to submit subsequent disagreements to arbitral ad- 
judication is entirely voluntary on their part, and in no — 
sense compulsory. Those who include such clauses in their 
contracts recognize the obvious advantages of this method 
of adjudication. They know that arbitrations are conducted 
quickly, economically and in a friendly atmosphere. They 
appreciate that those chosen to serve as arbitrators are 
competent, fair. and well-versed in international trade 
customs and practices, and that the awards will be justly 


made in the light of an intelligent interpretation of the 
contract. 


There are two problems that confront those who volun- 
tarily use this method of adjudicating their disputes: 


(1) There is the need of assuring that an agreement 
in a contract to submit disputes to arbitration is a valid 
one, and that subsequently neither party can refuse to abide 
by the arbitration provisions of the contract on which both 
parties voluntarily agreed. 


(2) There is the further need that a party cannot 
afterwards refuse to comply with the award, either because 
the arbitral procedures agreed to by the parties are not 


(9) For more details, please refer to the speech given by Mr. J. K. 
Wilson, Hongkong delegate to the Sub-Committee on Trade of the 
Economic Commission for Asia and the Far East (E.C.A.F.E.)— 
South China Morning Post, Jan. 10, 1955. 


“Export Trade Promotion of Japan”, Far Eastern Economic Review, 
Jan. 20, 1955; Vol. XVIII, No. 3. 


(10) 
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strictly in comformity with the procedural laws of the coun- 
try in which the arbitration is held, or of the country in 
which enforcement is sought, or because of the difficulties 
at times to enforce arbitral awards rendered in foreign juris- 
dictions. 


From the above, it is understood that one of its sub- 
stantial weaknesses is that arbitration awards made in foreign 
jurisdictions are enforceable only when they are in accor- 
dance with the procedural law of the country in which the 
‘award is to be enforced. This seriously limits the practical 
application of international commercial arbitration. This is 
why the standard arbitration clause was not used extensive- 
ly in the international trade. Such a clause afforded little 
assurance to its parties. Either one might violate the agree- 
ment and appeal to the courts in the event he thought his 
case to be weak, or be more adaptable to the technicalities 
and prolonged litigations of the courts. Since the enforce- 
ment measures of the law are ineffectual, trade discipline is 
invoked to enforce the arbitral agreements and awards. But 
trade discipline without the support of law will not suffice 


to guarantee the smooth functioning of an arbitral system > 


What exists at the present time, generally, compels no one 
effectively. It compels the honorable, the worthy. Moral 
sanction is very important to those who have principles, but 


it is little less than useless for those who understand force. 


. The sanction of law is, therefore, urged for arbitration be- 
cause purely private penalties carry very little weight. If 


an international arbitration system is to thrive at all, suck . 


a serious shortcoming in the arbitral machinery must be 
rectified by adequate legislative reforms. Eventually, na- 
tional arbitral law will have to concern itself, not only with 
the arbitral agreements between parties to domestic and 
foreign commercial contracts, but also with the inclusion of 
arbitral agreements in contracts between government 
agencies and private individuals.(%) It would be helpful 


to all international traders if there were an International 


Convention which would recognize the validity of an arbitra- 
tion clause in a contract, and would also enable the winner 
.of an award to. obtain its legal enforcement in the jurisdic- 
tion of the loser. The role of government continues to 
expand in many economic and financial fields, including that 
of foreign trade; the arbitration clause offers an effective 
means of settling disputes which may arise in these new 
spheres of activities. 


DRAFT-CONVENTION ON ENFORCEMENT OF 
INTERNATIONAL ARBITRAL AWARDS 


In order to understand how the process of international 
arbitration has grown up from the national arbitration iaws 
and private arbitral facilities evolving into one of a number 
of media for the pacific settlement of international disputes, 
it is well to refer to the Geneva Convention of 1927 on the 
Execution of Foreign Arbitral Awards (11) and the Draft 
Convention on the Enforcement of International Arbitral 
Awards of International Chamber of Commerce.(!2) The 


(10a) Morris S. Rosenthal, ‘‘Arbitration in the Settlement of International 
Trade Disputes,” (Reprinted from the Symposium on International 
Trade Barriers published in Law & Contemporary Problems, 11:810, 
Summer-Autumn, 1946, New York). 


(11) Reprinted in Document E/C.2/373 Add. 1 United Nations Economic 
and Social Council, of February 25, 1954, p.9. The report of the 
Committee of Legal Experts to the ‘Economic Committee of League 


of Nations of April 5, 1927 (A. 11. 1927. II). 


(12) Morris S. Rosenthal, ‘‘Enforcement of International Awards’ p. 42, 
The Arbitration Journal, Vol. 9 n.s., No. 1, 1954 by American Arbitra- 
tion Association of N.Y. M.S. Rosenthal is the Chairman of the 


Executive Committee of the A.A.A., who on behalf of International © 


Chamber of Commerce delivered an address before the ECOSOC 
during the time when he presented the Draft-Convention. 


to study this Draft Convention. 


FAR EASTERN 


Economic REVIEW 


Geneva Convention of 1927 no longer corresponds to the re- 
quirements of international trade of today. The advance- 
ment of international economic relations at the present time 


is far more complex than at the time of its adoption and it 


is unable to meet modern economic requirements. The 
Draft-Convention of International Chamber was drawn up 
by businessmen and legal experts of 30 countries after care- 
ful review and_ consideration. Later, the International 
Chamber proposed to the Economic and Social Council of 


United Nations on April 6, 1954 for inclusion on the agenda 


of the Council and asked them to set up an ad hoc Committee 


Their proposal suggests the 
judicial enforceability of arbitral awards based primarily on 


the will of the parties, as set forth in the arbitration clauses 


in the contracts of the parties and properly held arbitration 


pursuant thereto. 


This is implied in the concept of freedom 
contract. (13) 


Briefly to analyze the Draft-Convention, it should first 
of all be appreciated that its basic philosophy is that when 
a written undertaking to arbitrate shall have been reached 
between states, that undertaking shall be carried forward to 
completion and the rendering of the final award notwith- 
standing any obstructive action or inaction by any party to 
the agreement. The proposed Convention recognized the 
validity of an arbitral clause in a contract and enables the 
winner of an award to obtain its legal enforcement in the 
jurisdiction of the loser. It is interesting to note that the 


Draft Convention’s reference to the public policy of the ' 


forum which should have been taken into consideration the 
domestic laws is still provided for. Of course, the court 
which has to give a decree of enforcement on a foreign award 
will always be guided by the public policy of the foruth. 
This is expressly provided in the Geneva Convention of 1927 
by which the recognition or enforcement of the award can- 
not be obtained if the award is “contrary to the public 
policy or to the principles of the law of the country in 
which it is to be relied upon.” A similar provision appears 
in the Draft-Convention on Enforcement of International 
Arbitral Awards of the International Chamber. There it- is 
said in the Convention that such recognition and enforcement 
of the award shall be refused ‘if it would be contrary to 
public policy in the country in which it is sought to be relied 
upon.’ In many of the Continental countries and those of 
the Latin American Republic arbitration awards are enforce- 
able after they have been confirmed by the competent court, 
but in some countries, no specific provisions for the en- 
forcement of the award have been made. - Foreign arbitral 


awards must be pronounced executory by the competent . 


court before they can be enforced. In such cases, treaty pro- 
visions may govern; in the absence of treaties the principle 
of reciprocity may govern. such. enforcement. Certain 
standard requirements for rendering the foreign award 
executory may supplementary to the regulation or binding 
irrespective of the treaty. Whether the domestic law ex- 
pressly states such proviso of public policy for any enforce- 
ment of foreign decrees, as is done in some Codes of Civil 
Procedure of Latin-American Republics (4) and of. coun- 


(13) Brochure 174, International Chamber of Commerce (1953) 12; E/2552, 
E/C. 2/373 and Add. 1, E/L. 586, U.N. Economic and Social Council 
(1954). This Draft-Convention is now under the consideration of the 


Council. — E/SR. 756 and 761, of March 30, 1954 & April 5, 1954, 
p. 7 and p. 30. 


(14) Vita, Comparative Study of American Legislation Governing Com- 
mercial Arbitration (Inter-American High Commission, United States 
Section, Washington, D.C,. 1928) 48 pp. 


, Commercial Arbitration in the American Re 
publics, Documents for the Use of the Delegates to the 7th. Inter- 
national Conference of American States, Montevideo, Uruguay, 
December 3, 1953, No. 2. Washington, D.C.: Pan American Union, 
1933, 67 pp. 


(16 
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tries of the European continent,(15) or whether such concept 


is not mentioned at all as is the case in all arbitration statutes 


in the United States,(16) the public policy of the forum will 
still prevail. In this regard, the uncertainty in securing a 
license for the payment of a foreign arbitration award re- 
mains a factor to be eliminated from the usual risks of com- 
mercial transactions. Often the mere existence of foreign 
exchange control, of export licenses and of import permits, 
and the administration of such restrictive devices by the 
domestic authorities seriously interfere with the operation of 
international commercial arbitration. The influence of for- 
eign exchange contro] on international commercial arbitra- 
tion deserves to be better understood. 


EFFECTS OF FOREIGN TRADE RESTRICTIONS 
TOWARDS COMMERCIAL ARBITRATION (17) 


As we have mentioned before, the. enforcement of 
arbitration agreements and of awards sometimes encounter 
difficulties which do not appear on the face of the statutory 
law of arbitration or the Code of Civil Procedure of various 
countries. A party who, in a contract with a foreigner 
submits to commercial arbitration either in his own country 
or in some other, should always be in a position to comply 
with an arbitration agreement and to satisfy an arbitrai 
award when rendered against him. Abided by commercial 
arbitration without further enforcement procedures will help 
the debtor to maintain his and his country’s standing in the 
international business community. It will also encourage 
continuation of friendly trade relations with businessmen 
all over the world. / 


Customarily, when an arbitration award is rendered in 
fayour of a foreigner, an exchange permit must be obtained 
from the domestic authorities. There ‘are only very few 
countries where foreign exchange controls have not been 
adopted or maintained.(18) And yet, in spite of the obvious 
impediments which may arise out of the administrative con- 
trol of currency restrictions, and the lack of a remedy 
against a refusal to license payments on an award, commer- 
cial arbitration has not in fact been seriously hampered. It 
is the realistic attitude which the courts have taken, in the 
interests of foreign trade relations, that allows for a situation 
not at all unfavourable to commercial arbitration. In fact, 
international commercial arbitration can neither be under- 
stood nor evaluated in its effectiveness unless currency re- 
strictions in nearly all countries of the world are taken into 
consideration. (19) 


4 

(15) See Commercial Arbitration and the Law Throughout the World 
(Basle, Switzerland, 1951); Bernard, L’Arbitrage Volontaire en Droit 
Prive (Brusels, 1937), no. 766 p. 454; Mezger, L’Arbitrage Commercial 
et l’Ordre Public, 1 Revue Trimestrielle de Droit Commercial (1948) 
611 pp.; Robert, Precis Pratique de 1l’Arbitrage Commercial (Paris, 
1951) 54 pp.; Schoenke, Das Schiedsgerichtsverfahren nach heutigem 
deutschen Recht (Berlin, 1954) 227 pp. 


(16) Domke, On the Enforcement Abroad of American Arbitration Awards, 
17 pp. Law and Contemporary Problems (1952) 545 pp. 


Report of the Inter-American Commercial -Arbitration Commission, 

sutmitted to the 8th International Conference of American States, 

eco Peru, 1938). Washington, D.C.: Pan American Uniogp, 1938, 
pp. 

Statistical Abstract of the United States, 1946, Compiled by the 

Bureau of Census, U.S. Department of Commerce, Washington, D.C.: 

United States Government Printing Office. pp. 915-917. 


(17) Martin Domke, “Foreign Trade Restrictions And Arbitration’ pp. 
89-95. The Arbitration Journal Vol., 9 n.s., No. 2, 1954 by The Ameri- 
can Arbitration Association. 


(18) For a recent survey, see, Import and Exchange Regulations of the 
Principal Countries of the World (The Chase National Bank of the 
City of New York, Bulletin No. 460—May 15, 1954); Section: Ex- 
change Regulations of ‘‘Exporters Handbook’? (Manufacturers Trust 
Company, New York, Revised May 25, 1954); ‘“‘SSummary of Foreign 
Controls Affecting U.S. Exports’ Foreign Commerce Weekly, June 7, 
1954, p. 10; Latin American Exchange Control and Trade Regulations, 
1 Business Law Review (London, 1954) 101 pp. 
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In countries where foreign exchange regulations are 
maintained, contracts with foreigners are subject to a 
license of the domestic authorities. Here the concept of 
foreigner is not related to the nationality but solely to the 
domicile of the person concerned, in a country other than 
that where the currency regulations prevail. The inclusion 
of an arbitration clause in a commercial agreement, how- 
ever, is not considered a transaction in the meaning of 
currency control laws; that is, an arbitration clause is not 
regarded as a means of disposing of a foreign asset which 
should only be made with appropriate license. It is there- 
fore generally assumed that neither the conclusion of an 
arbitration agreement, the initiation of arbitration proceed- 
ings, nor even the rendering of an award, is subject to a 
licence. Only the payment on the award is so subject. This 
viewpoint deserves attention, for any delay in the processing 
of commercial arbitration nullifigs some of the advantages 
which the business community finds in commercial arbitra- 
tion. The British Statute expressly states: 


“In any proceedings in a prescribed court and in any 
arbitration proceedings, a claim for the recovery of any 
debt shall not be defeated by reason only of the debt 
not being payable without the permission of the Treasury 
and of that permission not. having been given or having 
been revoked.’’—The Exchange Control Act, 1947, Sec. 
4 of the Fourth Schedule. (2°) 


In the field of commercial arbitration where restrictive 
devices of foreign trade such as foreign exchange control and 
export licenses have to be considered by arbitration tribunals, 
the interest of the good functioning of international trade 
relations has well been taken into’ consideration.(21) And 
what is more, the viewpoints of the arbitrators have been 
protected by the courts, as in England and Germany, under 
domestic proceedings.(22) Thus the uncertainty of long 
drawn-out court proceedings, sometimes in foreign coun- 
tries, with the tying up ‘of foreign exchange otherwise 
urgently needed for flux and reflux of goods and services, 
might be effectively eliminated. From the commercial 
standpoint. of view, the promotion of such development is 
urged. 


CONCLUSION 


There may be differing views as to wording and as to 
some of the technical provisions of the arbitral convention 
but the writer strongly believes that every one recognizes 
the wisdom and the value of arbitration, and whatever tech- 
nical differences exist, can be easily resolved. The basic 
principles are those pertaining to the validity of the arbitra- 
tion clause and to the enforcement of awards in foreign 
jurisdictions. There must of course be safeguards and pro- 
visions consistent with national laws and public policies. As- 
suredly, the principles and objectives of commercial arbitra- 
tion are so generally recognized and so wisely accepted that 
government agencies as well as commercial institutions can 
properly support the programme of the dissemination of the 
knowledge and practice of arbitration through magazines, 
textbooks and other publications. 


(19) Ernst J. Cohn, ‘‘The Emforcement of Foreign Awards in Germany,” 
21 J. Comp. Leg. & Int’]. Law (London, 1939) 75 pp. 


(20) Cp. Mann, The Legal Aspect of Money (2nd ed., Oxford, 1953) 353 
pp. 


(21) Cp. also ‘Predictability of Results In Commercial Arbitration’’, p.61.- 
Harvard Law Review (1948) 1022 pp. 


(22) Langen, Kommentar zum Devisengesetz (2d. ed., Heidelberg 1952) 36; 
Levental et Rabinovitch, Keglementation du Commerce Exterieur et 


des aires (Paris, Librairie du Journal des Notaires et des Avocats 
1954). 


Cp. Marin Domke, Enforcement in Great Britain of a New York 
_jJudgement entered upon an arbitration award, 2 Am. J. Comp. Law 
(1953) 238 pp. 


(END) 
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ECONOMIC REPORTS FROM THE UNITED STATES 


By E. KANN (Los Angeles) 


How high is high? 


An excellent start has been made in the economic field 
since the turn of the year, and the business barometer 
points to more fair weather, at least for the coming six 
months. Steel mills are working at over 88% of capacity, 
while automobile factories are turning out cars at an un- 
heard of rate. Even the textile industry, which had been 
dormant during the past two years, displays signs of vigor. 
Paper board production stands 22%. over last year’s output 
figures. 

This display of optimism is mirrored in New York 
Stock Exchange quotations for shares of the industrial, the 
railways and the utilities group. For the past 17 months 
prices have been mounting in an almost uninterrupted man- 
ner. The industrial Dow-Jones averages have reached the 
unprecedent high of 417 and, barring unfavorable political 
events, bids well to ascend further. 

While the authorities have kept their eyes on the doings 
at the Stock Exchange, they have not hitherto actively inter- 
fered. The raising of the requisite margin for speculative 
purchases from 50% to 60% can scarcely be considered de- 
rogatory interference. 
mittee, under the chairmanship of Senator Fulbright (Ark), 
has on March 3 started to conduct a ‘friendly inquiry’ in a 
study of factors affecting stock prices; this probably with a 
view to Washington’s desire to head off a speculative binge. 

In anticipation of the formal hearings the Fulbright 
Committee has distributed to about 5,500 experts and parti- 
cipants in the stock market a questionnaire relative to the 
present high levels of stocks. 


The Nine Questions 


The said circular contains nine questions which are 
cited here verbatim, together with the replies in extract by 
one expert, namely United Business Service (Boston). 

(1) What in your opinion were the principal factors 
causing the stock market to rise beginning in the fall of 
1953? Ans. The two most potent factors were declining 
interest rates and demise of the excess profit taxes. Due to 
the easy money policy of the Federal Reserve Board, bond 
prices rose sharply in the summer of 1953, and the compara- 
tive relationship between bond and stock yields widened in 
favor of stocks. The expiration of the excess profit taxes 
became a powerful factor to sustain corporate earnings and 
dividends, giving a tremendous impetus to common stocks. 
The termination of the Korean imbroglio brought about a 
relaxation of tension in the cold war. There was a remark- 
able stability also in consumer spending and residential build- 
ing. The action by Congress in overhauling the Internal 
Revenue Code, and in particular the provision for tax relief, 
was unquestionably an influence tending to increase con- 
fidence in and demand for common stocks. 


(2) Why was the rate of rise stepped up in the last 
month of 1954? Ans. If the question relates to the ad- 
vance in the stock market during the four-month period 
September through December, 1954, the answer’ can be 
plainly seen in the change which occurred in the . general 
business situation at that time. The Federal Reserve sea- 
sonally-adjusted index of industrial production began to turn 
up in September, 1954, after declining steadily from mid- 
1952. By December half of the decline had been recovered. 
The stock market thrives on rising business activity, and 


However, the Senate Banking Com-’ 


it was this factor which furnished the lift in the late months 
of 1954. 

(3) Do you think there are significant similarities be- 
tween the market situation now and that which prevailed 
in 1928-29? Ans. In 1923-29 the bull-market lasted six 
years and one month. The current advance, dating from 


mid-1949, has lasted five years and nine months. In 1929 
the climax was reached with the Dow-Jones Industrial 
Average at 381. Today the index is above 400. These are 


points of similarity. Moreover, the current vogue of split- 
ting shares is reminiscent of 1928-29. There was a wave of 
mergers then, as now. The feeling of general business 
optimism is comparable also. However, the contrasts be- 
tween 1929 and the present are sharper and more significant. 
In 1928-29 margin buyers could borrow on as little as 10% 
equity. Today margin requirements are set at 


represented only 1.13% of value of New York Stock Ex- 
change stocks, compared with $9 billion and 93%, respective- 
ly, in 1929. While the Dow-Jones Industrial Average has 
surpassed the 1929 peak, any similarity ends right here. The 
rate of earnings on the common _ stocks comprising the 
average was $19.94 in 1929. In 1954 it was $27, and pre- 
sent indications are that it will be about $29 in 1955. At 
the 1929 stock market peak the price earnings multiple was 
19.1 times, whereas today it is only 15.2 times based ‘on the 
1954 figure and 14.2 times if applied to the estimate for 
1955. The Dow-Jones Industrial Average would be over 500 
today if the component stocks were as fully valued on earn- 
ings as in 1929. The average dividend return from the 


Dow-Jones Industrial Averages is 4.5% with the index at 


410, whereas in 1929 at the peak of 381 it was only 3.3%. 
The best grade corporation bonds could be bought in those 
times to yield 5%; but they sell on a 3% basis today. 


(4) Are there any dangers in the economy inherent 
in the (a) present market levels, (b) present market acti- 
vity, or (c) the amount of credit on securities? Ans. Re- 


plies to these questions have been given in part in the fore- 


going discussions. Increasing confidence in the outlook for 
world peace and optimism concerning domestic business out- 
look are probably the chief motives for buying and holding 
stocks at the present time. These hopes could be dashed 
suddenly, and there might be a stampede to sell. Changes 
in mass psychology are unpredictable. 
be capable of absorbing a heavy selling, because it is neither 
over-valued nor honeycombed with weak margin accounts. 


And if the Rise ccntinues ine. Year? 


(5) If the rate of increase in stock market prices be- 
tween September 1, 1953, and January 1, 1955, should con- 
tinue for another year, would there be any danger to the 
national economy? Ans. 
Jones Industrials advanced from 262.54 to 404.39, a rise 
of 54%. A further gain to this extent would take the 
average to about 620. There would be danger to the na- 
tional economy (a) if such an advance should occur within 
a year, not accompanied by a proportionate increase in cor- 
porate earnings and dividends; (b) if it reflected an infla- 
tionary boom in the United States, or (c) if it were pro- 
duced in large part by excessive speculation on credit. It 
is not at all fantastic to visualize the Dow-Jones Industrials 
at the 600 level in some future year. The inherent growth 
in this country’s economy, its population, national product, 


60%. 
Brokers’ loans totaled $1.9 billion at the end of 1954 and 


The market should: 
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national income, money supply, makes it inevitable that 
equities will increase substantially in value over the years 
ahead. ° 


(6) If the rate of increase in stock market prices be- 
tween November 1, 1954, and January 1, 1955, should con- 
tinue for another year, would there be any danger to the 
national economy? Ans. The rate of increase in values 
between these two months works out at 14.8%. <A dangerous 
over-valuation would arise if the increase would continue 
every 60 days on this scale over a full year period. 


(7) If you believe that there would be any danger to 
the national economy in:a continuation of a stock market 
rise at the rate between September 1, 1953, and January 1, 
1955, or at the rate of rise between November 1, 1954, and 
January 1, 1955, what are your suggestions for avoiding this 
We would favor additional increases in the 
margin when dealing with stocks, even up to 100% when 


and if the acquisition of stocks on credit is expanding too 
much. Congress also should investigate the effect of current 


capital gains tax on the stock market. The supply of shares 


has been much restricted in relation to growing demand as 


a result of the burdens of 25% tax. Many people decline to 


sell their shares when realizing that they will have to pay 


25% on profits to the Government. A further reduction in 
the tax on corporate dividends would also improve the sup- 
ply-demand relationship. Until the inequities inherent in 
the double taxation of corporate dividends are greatly al- 
leviated, there will continue to be a definite advantage in 
debt financing (loans, bonds, etc.) by domestic corporations. 
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(8) Is there any evidence that present government 
regulations of the exchange and over-the-counter security 
markets are inadequate? Ans. We believe that the present 
government regulations of the Stock Exchanges are entirely 
adequate. The work of the Securities and bxchange. Com- 
mission deserves high praise. 


(9) To what extent do fluctuations in the stock market 
bring out changes in general business conditions? To what 
extent do changes in general business conditions influence 
the stock market? Ans. Fluctuations in. the stock market 
rarely bring about changes in general business. In extreme 
instances, like 1929 and its aftermath, the collapse of stock 
prices and the severe liquidation which followed undoubtedly 
intensified the depression. Going back farther, the panic of 
1907 had its origin in the stock market and had noticeable 
effect on business. Outside of the extreme cases, however, 
and in times of peace or relative peace, we do not believe 
that stock market fluctuations influence business to any ap- 
preciable extent. On the other hand, under relatively normal 
conditions, changes in the general business situation in- 
fluence the stock market importantly. In fact, prospective 
business conditions and prospective changes in earning 
trends and dividends are the most fundamental influences on 
stock prices. 


Seemingly there is little reason to fear the outcome of 
the Fulbright inquiry. On the eve of its commencement the 
Dow-Jones Industrials went up to heights never’ before 
reached in history. 


THE NEWSPAPERS OF JAPAN 


Newspapers play a significant role in all phases of the 
national life in Japan. There is complete freedom of the 


press and it can be truthfully stated that Japanese news- — 


papers today rank with the best in the world both in their 
high quality and circulation. The growth and development 
of newspapers in Japan have been aided greatly by its ex- 
treme density of population and by the high literacy rate 
of the people. The tremendous number of literate Japanese 


has also given much more influence and importance to the . 


newspapers. One of the things that amazes a foreign visitor 
to Japan is the enormous number of people in the streets 
and on public conveyances. At the same time, he is struck 
by the fact that the great proportion of these people are 


apparently. engrossed in reading some type of sch asalaudiad 


such as newspapers and magazines. 


When the fact is considered that 88, 000, 000 Japanese 
people like to read, it can be seen, that Japan is an ex- 
tremely good market for the press and publications enter- 
prises. Japan ranks second in the number of publications 
issued annually. The total daily newspaper circulation, in- 
cluding both the morning and evening papers, is more than 
36,000,000 copies, second to the United States’ 54,000,000 
and ahead of Great Britain’s 30,000,000. With the total! 
number of households in Japan placed at approximately 
16,000,000, this would mean that every single household 
throughout the country reads on the average more than two 
copies every day. One of the reasons for this great diffusion 
of newspapers among the Japanese people is the thorough 
implementation of the compulsory primary education insti- 
tuted in 1879. The literacy rate of the population has risen 
to 99 per cent; they include a considerable proportion of 
persons of high culture and education. The increased income 
in the past 20 years can also be cited as a contributing 
factor. 


Reflecting, however, the trend in the press circles 
throughout the world, the expansion rate of newspaper cir- 
culation in Japan is dwindling. This is a sign that the 
saturation point has been reached. The rapid development 
of other mass media, such as radio and television, is another 
factor of this trend. | 


Considering the size of the newspapers in terms cf their 
circulation, the Japanese’ newspapers display an unique 
characteristic. Partly because of the geographical factor, 
that is, the smallness of the area of the country, there are 
five so-called national papers which are distributed thrcugh- 
out the country. These five papers represent more than half 
of the total national circulation. Among these national 
papers, the Asahi Shimbun and the Mainichi Shimbun both 
boast circulations in excess of 4,000,000, a figure seldom 
found elsewhere in the world. Each of these papers has 
four regional offices complete with printing plants, several 
aircraft, and about 6,000 employees. The other three na- 
tional papers each has two regional offices with circulations 
in excess of 1,000,000. During the last war, the various 
papers were in principle forced to amalgamate into one paper 
for each prefecture, until there were less than 50 daily 
newspapers throughout the country. However, in the short 
postwar period, their number has increased to 120. 


Under the enforced wartime amalgamation, the provin- 
cial papers received various government aids, which enabled 
them to rapidly develop their news coverage, their plant faci- 
lities, and their circulation figures. As a result, even in 
the fierce, postwar competition for subscribers, many of the 
provincial papers are more than holding their own against 
the national papers. Even from the viewpoint of decentrali- 
zation of the media for influencing public opinion, this trend 

must be termed healthy. 
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With very few exceptions, the newspapers in Japan Guardians for Good Government.” The Japanese press is 
publish both morning and evening editions under the same _ trying to put this slogan into practice, and today is assum- 
masthead, and as a rule both editions are subscribed for as_ ing, next to the legislative, the judicial, and the executive 
a set, a practice comparatively rare in other countries. branches of the government, an important factor in the 
Another characteristic of Japanese newspapers is that the national democratic political processes. 
greater part of them are delivered directly to the subscri- 
bers. with only a very small percentage, less than five per 
cent, being sold at news stands. 


In both the United States and in Europe, a lates majori- 
ty of the newspapers are usually known to have some de- 
finite political coloring. Particularly in Continental Europe, 
a newspaper’s political standing largely determines its news 
coverage, and by and large a reader cannot get a well- 
rounded picture of events by readin® only one paper. Fur- 
ther, because of their emphasis on local news, national and 
international news items are relatively few. On the con- 
trary, there are no Japanese newspapers with a clear-cut 
political affiliation ; almost all remain neutral politically and 
are so-called “information journals.” And even the provin- 
cial papers devote at least half of their news space to na- 
tional and international news items. This means that readers 
throughout the country receive the same information regard- 
ing political, economic, and international news. Taking the 
press in Great Britain as an example, there are great differ- 
ences in the news contents of the so-called quality papers, BSS Rseuusas 
such as the “Times” and the “Manchester Guardian,” as com- B@RRRRsSmEmaEE 
pared with that of the other so-called popular papers. The mr 
popular papers play up scandals, crimes, and other sensa- § 
tional items and also sports news. In both quality and cir- 
culation, the standards of Japanese newspapers can be said 
to be high in comparison with those in foreign countries. 


Authorized Foreign Exchange Bank ° 


THE NIPPON 


KANGYO BANK 


LIMITED 


Freedom of the press is the backbone of a democratic 
political structure. Although Japan’s old Constitution con- # 
tained a clause guaranteeing this press freedom, the, press im 
law had legalized control of the press, and further, the presS Be 
mobilization law and other wartime legislations had made ##@ 
freedom of the press a complete farce. However, § 
together with Japan’s surrender in 1945, all the legislations % 
obstructing press freedom in Japan were swept away by #&§ 
order of the Occupation Forces. Following this, the new i Established: 1897 
Constitution instituted ironclad guarantees. No bill has gasgee HEAD OFFICE: HIBIYA. TOKYO — 
been legislated in the postwar period specifically dealing with Heese ‘ 
the press, whose activities are now subjected to control of \, Over 100 branches in all principal cities of Japan 
only the criminal code and other general laws. The news- 
papers throughout Japan have adopted at this year’s Na- 
tional Newspaper Week the slogan, “Newspapers—The 


World-wide Banking Services 


SUMITOMO 


HEAD OFFICE: OSAKA, JAPAN 
137 Branches throughout Japan 
OVERSEAS OFFICES 


NEW YORK AGENCY: 149 Broadway, New York 6, N.Y., U.S.A. 
LONDON REPRESENTATIVE OFFICE: 4 Copthall Court, London E.C.2, ‘England 
KARACHI REPRESENTATIVE OFFICE: Qamar House, Bunder Road, Karachi. Pakistan 


AFFILIATED BANK 


THE SUMITOMO BANK ‘(CALIFoRNIA) 


Head Office: 440 Montgomery Street, San Francisco 4, Calif., U. S.A. 
Branch: 101 South San Pedro Street, Los Angeles 12, Calif., U.S.A. 
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ECONOMIC LETTER FROM TOKYO 


Steady-to-firm characterized metals in contrast to 
softening in textiles during upper March. Iron-steel moved 
sidewise at high prices and non-ferrous metals (excl. tin) 
rose further. Slightly improved textiles again fell back. 
Iron-steel finally steadied at a high level reflecting the halt 
in speculative buying in anticipation of higher prices—owing 
to big makers’ announcement of quotations including the 
June shipment. Market sentiment weakened in part, but 
export inquiries were still active with contract prices firm. 
Excepting the dip in tin reflecting overseas prices, non- 
ferrous metals on the whole rose from Y3,000 to Y5,006 a 
ton. This also reflected mostly scarcity arising from pre- 
viously contracted shipments as well as active export in- 
quiries. As domestic plant-equipment investments are still 
dull, future iron-steel market movements will depend on 
export market trends. Textiles weakened in tone owing to 
domestic-overseas seasonal dullness in demand. Cotton 
yarn-fabrics were also affected by softening U.S. raw cotton. 
In yarns, all dropped around 2% outside of worsted yarn. 
Fabrics also softened. Crude rubber reacted upward after 
a sharp dip refiecting overseas market trends. Veneer and 
plywood dipped from dulled export contract to U.S. 


The stock market continued to decline (to Y353.01). 
Although appearing to steady somewhat, the market was still 
dull (Dow-Jones ave. of Y356.31 on Mar. 15th). 


The Gov’t has decided to submit to the Extraordinary 
Diet Session a provisional budget for the months of April 
and May (new fiscal year begins April 1) because cf the 
delay in compiling the regular budget owing to the previous 
Diet dissolution. The provisional budget provides for total 
expenditures of Y160,800 million, listing the minimum neces- 
sary State expenses for the two months. Exceptions are 
defense outlays, Treasury’s share of compulsory education, 


local tax transfers and social security payments which cover | 


the lst quarter (8 months). Expected revenues are tax and 
stamp revenues (Y115,700 m.) and others (Y12,600 m.), 


raise in Bank of England official rate. 


-of swing limit is feared. (5) 


making a total of Y128,300 million. The deficit is expected 
to be covered by Treasury surplus transfers and Treasury 
bill issues. As the provisional budget is limited mainly to 
current expenditures only, some concern is felt regarding 
possible pressures on business and finance as well as on local 
public finance. However, no particular effects are expected 
as substantial carry-over payments from the previous fiscal 
year are anticipated in April and May and that local trans- 


fers as well as education outlays were listed for three 
months. 


Reflecting the recent sterling rebound, the Gov’t revised 
its sterling arbitrated rate (to Y1,004.40 from Y1,002.60). 
The buying rate on sterling usance bills was also changed 
(90-day bills to Y994.12 from Y992.41). Both were made | 
effective from March 9th. The latter, however, was again 
revised (90-day bills to Y¥990.64), effective March 16th, in 
response to the rise in London market rates following the 
The sterling deposit 
rate (in Japanese foreign exchange banks) was raised to 
2.5% from March 8rd accompanying the raise (from 1.5% 
to 2.5%) in the deposit rate in England. Similar actions 


were taken on M.O.F. account at notice in the Bank of 
Tokyo. | 


The Japan-Greece trade and payments agreement was 
signed in Athens on March 12th as follows: (1) Trade plan 
—$2,500,000 each way a year. Principal Japanese exports 
—Machinery ($1,300,000); metal products, pottery, textiles, 
canned fish ($200,000 each). Principal exports from 
Greece—Metallic minerals ($750,000); raw cotton ($400.- 
000); olive and olive oil ($400,000); dried fruits ($300,000) ; 
leaf tobacco ($200,000). (2) Talks on_ possibility of 
multilateral trade and compensating transactions (barter, 
etc.) to be held when necessary for trade promotion. (3) 
Settlement—US$ open account. (4) Swing limit—$250,- 
000. Both Gov’ts may restrict exports or imports if excess 


Effective term—One year 
from April 1, 1955. 


ELECTRIFICATION OF JAPAN’S FARMS 


Spurred by the need to increase the nation’s food pro- 
duction, the electrification of Japanese agriculture has re- 
gistered tremendous progress in the postwar years. 
a worldwide standpoint, the level of electrification on the 


Japanese farms is quite high. The electric bulb itself has. 


found its way into 96.5 per cent of the farm households. 


But the use of electricity to spur agricultural production 


still has vast possibilities. 


Electric power was first utilized in Japanese agricul- 
ture in 1902 to aid in irrigation projects. The growth of 
the electrical power industry did not come until 1913, when it 
gradually began to be widely used in the various industries. 
Agricultural areas became electrically lighted and electric 
motors for irrigation and threshing were gradually utilized. 
But in contrast with the rapid progress in other industries, 
it was quite conservative in the agricultural communities. 
After the last war, increase of food production became one 
of Japan’s prime needs. This stimulated a period of re- 
markable agricultural electrification and contributed toward 
greater production. | 


From - 


Agricultural Electrification 


Restricted by topography, farming in Japan is being per- 
formed on an extremely small scale when compared with 
foreign nations. Therefore, to harvest as much as possible 
from the limited available area, extensive labor mainly con- 
sisting of family labor and large amounts of fertilizer are 
used. Although the crop yield per unit area is good, pro- 
duction per person involved is-small. This situation is re- 
flected in the utilization of electric power in these farming 
communities. The use of electric power on the farms can 
be divided into use for production and for lighting homes. 
According to the figures taken from 1950 census, 96.5 
per cent of 6,200,000 farm homes—or 5,983,000 homes— 
have electric lights, which means that most of the rural 
homes benefit from electric light. This percentage ranks 
high in the world, but the amount of electricity used by these 
farm houses amounts only to 107,700,000 KWH, or only 
180 KWH per home, compared with the 400 KWH consumed 
by the average Japanese home in cities. 
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On the other hand, the electric power for production 
purposes during 1953 totaled 1,440,000 KW, and the amount 
used was 518,330,000 KWH. This would mean that 4.4 
homes with 1 KW of electricity have used 363 KWH. Out 
of this amount, approximately 49 per cent is utilized for 
the processing of agricultural products, such as rice polishing 
and wheat grinding, 27.5 per cent for irrigation, and 18 per 
cent for threshing rice and wheat. Of the power used be- 
fore the harvesting of agricultural products, the amount 
used for irrigation is the greatest, with a little consumed 
for spraying and cultivation. To conserve direct farm labor, 
most of the power is used after the harvesting, for prepara- 
tion and processing and for threshing. Very little is used 
for the actual cultivation. : 


Present Condition of Electrification 


The utilization of electric power for agricultural pro- 
duction in Japan can be divided into three classifications: 
Power (electric motor), Heat (electric heaters), and Light 
(electric lights). Electric motors for agricultural purposes 
numbered 790,000 in 1953 and consumed 139,000 KW. They 
were used for threshing wheat and rice, irrigation, process- 
ing of various agricultural products, spraying, and cultiva- 
tion. Considering that a single motor is used on the average 
for two or more purposes, it. can be said that motors total 
1,600,000 or an overall basis consuming 2,220,000 KW. 


Electric heat for agriculture is used at 13,000 places, 
consuming 29,000 KW, which is far less than the amount 


American standards. 
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for electric power. It is utilized for electrically heated agri- 
cultural processing, sweet potatoes storage, sericulture, and 
poultry. Electrically-heated hotbeds are located at 8,129 
places, consuming 14,134 KW, and the amount of electric 
power used for raising sweet potatoes, rice, an de vegetable 
plants amounts to 5,980,000 KWH. In comparison with the 
hotbeds heated by other means, it is fairly successful and 
is expected to be used widely in the future. Sericulture is 
one of Japan’s representative agricultural enterprises, and 
the use of electric heat for raising silk worms has increased 
annually until it now ranks next to the electric hotbed in 
this respect. In sericulture, it is utilized for incubation and 


raising of young worms. ~ 


Lamps for insect control consume most of the electric 


power used for lighting, aside from lighting up the homes. 


The types of lamps for this purpose are incandescent lamp, 
blue fluorescent lamp, and mercuric lamp. In the rice paddy 


‘fields incandescent and fluorescent lamps are utilized, while 


in the orchards mercuric lamps are chiefly used. With the 
development of insecticides and the rise in price of the 
materials used in constructing the lamps, the use of electric 
lamps for this purpose has been decreasing since 1948. Simul- 
taneous use of electric lamps and chemicals seems most 


effective. 


The extent of electrification of Japanese agriculture, as 
far as the figures are concerned, ranks among the highest 
in the world. But it is still below that of the European and 
However, the electrification of rural 
Japan can be expected to progress rapidly through the effec- 
tive utilization of the present means at hand. 


IMPROVEMENT DIETARY LIFE JAPAN 


Efforts are now being made in Japan to break the Japa- 
nese people’s age-old habit and tradition of depending wholly 
on rice as their staple food. Because the love of the Japa- 
nese people for rice is so deeply ingrained, the improve- 
ment and rationalization of the Japanese diet cannot be ex- 
pected overnight. The various nutritional shortcomings dis- 
played by the Japanese people points up their excessive de- 
pendence on rice. The introduction of flour, in the same 
category as rice, can lead the people away from their rice- 
centered dietary life. 

This is why the Japanese Government is now making 
efforts to popularize the use of flour. It is not only from 
the nutritional point of view that its use is being advocated. 
The imported wheat is far cheaper than rice. This is ex- 
tremely important from the standpoint of trade and the 
national economy. The following are the detailed plans 
being undertaken by government regarding this problem. 


Educational Guidance: To improve the dietary situation, 
especially to popularize the use of flour, the dieticians, num- 
bering one to two each in the 772 health clinics throughout 
the country, are conducting educational guidance work by 
means of group work, case work, etc., and a further streng- 
thening of this effort is under way. The 46 local govern- 


ments, besides taking leadership in the health clinics move-. 


ment in their respective areas, are also paying much atten- 
tion to public relations activities through radios, press, and 
public meetings to popularize flour consumption. There is 
greater need for more emphasis on such policies. Mobile 
units with kitchen facilities to supervise nutrition are in 
use by a few of the prefectures. 
of the health clinics various methods of cooking with flour 
are demonstrated and advice on the use of flour is given to 


Through the cooperation. 


the general public in temple and shrine compounds and in 
front of railway stations. Considerable success of this 
method is drawing serious attention both of the nation’s 
clinics and prefectural governments. 


Flour in Group Meals: Approximately 20,000 elementary 


schools throughout the country provide school lunches. Com- 


plete meals with bread are supplied in about 7,000 elemen- 
tary schcols with 6,000,000 students at present. Wheat 
from surplus American agricultural products might even 
make it possible to provide school lunches with high schools. 
The nurseries which used to serve milk as the main food now 
supply their children with complete meals with bread. Hos- 


-pitals and other places with group meal facilities are advised 


to use more flour. The Welfare Ministry and prefectural 
governments have opened special classes for this purpose. 


Rationalization of Food Distribution: In order to sell 
more bread and noodle, it is necessary to improve the quality 
and lower the cost. Educational publicity is harvesting much 
success. A simple method to popularize food made of flour 
is to supply flour cheaply, because the present price of flour 
is much too high. With this end in view, government circles 
are taking necessary steps in earnest. 

The above is.the outline of the present movement to 
improve the Japanese dietary habits. The Japanese people 
fill themselves mostly with rice because of their past attach- 
ment to this staple food. It is thus clear that this problem 
cannot be solved by a simple change in diet. The funda- 
mental solution awaits the general improvement of the Japa- 
nese living standard. In the final analysis, it is this problem 


that the government is tackling—the problem of the im- | 


provement of the people’s standard of living. 
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BANK OF _ INDIA, 


AUSTRALIA AND CHINA 


STATEMENT BY THE CHAIRMAN, MR. VINCENT ALPE GRANTHAM, ON THE REPORT AND ACCOUNTS 
FOR THE YEAR ENDED 31ST DECEMBER, 1954, SUBMITTED AT THE ANNUAL GENERAL MEETING OF 
THE STOCKHOLDERS ON 30TH MARCH, 1955 


Introductory 
Last year it appeared that the padatal readjustment 


imposed on most Eastern economies by the collapse of the 


Korean war boom had on the whole been completed and that 
the future could be regarded with rather more hope. During 
the past year most of the primary products of the East have 


enjoyed steady markets and tea and rubber prices in parti-. 


cular showed substantial increases towards the end of the 
year. Rice is in a special position for, although its price has 
fallen to the disadvantage of producing countries like Burma 
and Thailand, the vast populations elsewhere in South East 
Asia who depend upon it as a vital foodstuff have benefited. 


With export earnings more assured, the economic out- 
look in the East has shown corresponding improvement. 
Japan, whose position a year ago was causing anxiety, has 
succeeded in restoring some measure of stability, and the 
Indian economy has made_ substantial progress. On the 
other hand, the situation in Indonesia continues to cause 
grave concern and, although the fighting in Indochina is merci- 
fully at an end, the task of re-habilitating the Vietnamese 
economy after so many years of war remains considerable. 


The various development schemes which are intended to 
raise Asian living standards continue to make good progress 
and economic prospects in the East during oe present year 
do not appear unfavourabie. 


During the year under review there were signs that ten- 
sion between the Atlantic countries and the Communist bloc 
was relaxing and that conditions were becoming more 
favourable to an expansion of international trade. The fight- 
ing in Vietnam was brought to an end almost at the moment 
when an extension of the conflict had become inevitable. The 
voleanic situation in Korea remained quiescent during the 
year and the People’s Government of China displayed more 
willingness to restore normal diplomatic relations with the 
United Kingdom. The conference at Geneva, although it 
propounded no settlement of the clash of ideologies in Asia, 
did at least demonstrate that diplomacy can be better con- 
ducted by plenipotentiaries than by comminatory  broad- 
casters. The most significant, if most menacing, development 
during 1954 has been the shifting of the centre of gravity 
in world affairs from the Elbe to the Formosa Straits. There 
can be no enduring progress anywhere until the antithesis in 
world politics has been moderated. The hope of a modus 
vivendi between the two major power groups in the modern 
world depends upon states of mind in high places. 


In some of the eastern countries there persist political, 
Social and economic problems which appear to be increasing- 
ly difficult to solve but in every land to which its establish- 
ment extends the Bank is still able to make important con- 
tributions to the prosperity of its hosts by facilitating the 
international exchange of goods and services. - Because the 
Bank is peculiarly fitted and particularly well equipped to 
discharge this function it may be less exposed to nationalistic 
prejudice than other foreign enterprises engaged in purely 
domestic trade and industry in countries newly-emancipated 
and over conscious of their independence. 


Since nationalism was awakened in Asia, and this oc- 
curred quite a long time ago, the oversea organisation of the 
Bank has undergone a protracted process of adjustment and 
adaptation. This process has been accelerated since 1945 
and we can now begin to discern what will be the ultimate 
form of the Bank’s relations with the governments and peo- 


ples of the eastern countries. During the year the Court of 
Directors took a decision which, from the Bank’s point of 
view, was historic. For many years past Asian officers of 
the Bank have been promoted in increasing number to posts 
of higher responsibility but it has now been decided to admit 
Asians to the rank of sub-accountant in the service, a rank 
hitherto restricted to Europeans. Over a wide sector of the 
oversea establishment there has been brought about equality 
of status between British and Asian officers of the Bank. 
There are still problems connected with recruitment and 
training to solve but the step we have taken will secure for . 
the Bank in years to come a service to which young men of 
courage, attainments and character drawn from the United 
Kingdom and from the new national states of the east, will 
= proud to belong and in which they will serve happily side 
y side. 


It has never been — for the Bank to rest upon its 
laurels since any failure to adapt itself to mutable world con- 
ditions and changes in the direction of international trade 
would have led to stagnation. Although the Bank may again 
be able to participate in the financing of the external trade 
of China, the conditions under which it can be accomplished 
will bear no resemblance to those which obtained when our 
branches conducted a thriving general banking business in 
the former treaty ports. Almost a generation has passed 
since we were engaged in what was the most interesting and 
fascinating of all banking business, the operation of the 
Chinese silver exchanges, but in taking advantage of new op- 
portunities for development presented to us since the end of 
the second world war we have not forgotten how important 
was the China field of operations. It was important not only 


On account of its profitability but because it constituted a 


vital part of the international organisation of the Bank as a 
whole. The consequences of our withdrawal from China will 
have been obscured from-the stockholders by the expanding 
scope of the Bank’s activities in Southern and South Eastern 
Asia but there must now be expansion in other directions 


and a start has been made by the opening of two branches 
in Aden. 


Balance Sheet 


As the result of an increase of approximately £17,000,- 
000 over last year’s figure the total of the Bank’s Balance 
Sheet has once again exceeded £200,000,000. The increase, 
due in part to rises in world prices of tea, rubber, tin and 
other staple commodities indigenous to the countries in which 
the Bank operates, is also a heartening indication that we 
are more than holding our own in the face of competition 
and despite the protective trading and exchange restrictions, 
particularly in the field of import control and licensing, which 
the governments of the countries concerned have had oc- 
casion to impose or maintain. 


On the left hand, or Liabilities side of the Balance Sheet, 
Current and other Accounts, Fixed Deposits, Bills Payable 
and Acceptances on account of Customers show increases of 


,726,018, £3,370,412, £293,796, and £1,206,195 respec- 
ively. 


It will be seen from the Assets side of the Balance Sheet 
that nearly three-quarters of the increase in Current Ac- 
counts and Fixed Deposits has been employed in the purchase 
of Bills of Exchange and the granting of Advances, which 
figures show rises of £3,411,530 and £7,488 627 respective- 
ly. Our nolaings of Cash in Hand, at Call and at Bankers 
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404 REVIEW 
Che Chartered Bank of ia, 
BALANCE SHEET, ECEME 
1953 
£ 
Capital— 
Stock authorised and issued .... ; 3,500,000 3,500,000 
(There is under the Charter a reserve liability of the Stockholders equal to 
the amount of Stock issued). | 
Profit and Loss Account 392,910 403,513 
8,892,910 8,903,513 
Current and other Accounts, including Reserves for Contingencies, Taxation on : 
profits to date and Exchange Adjustments 159,651,318 147,925,300 
Fixed Deposits 20,482,899 17,112,487 
Notes in Circulation against “Security ‘per contra 2,902,313 2,765,064 
Bills Payable 1 ,219,781 925,985 
Deposits by Nominee Subsidiaries 381 381 
Deposit by Trustee Subsidiary 653 10,448 
Proposed Final Dividend, less Income 144,375 134,750 
Acceptances, including undertakings to accept, on account of ‘Customers 10,391,065 9,184,870 
194,792,785 


Notes :— 


(1) There are contingent liabilities on Bills re-discounted, £7,140,115 (1953, £6,591,381) 
(of which £3,904,197 has run off at 28th February, 1955) and commitments in respect 


of Confirmed Credits, Forward Exchange Contracts: and Guarantees, 


including Guaran- 


tees to Government Departments in India in respect of which securities valued at 
£445,781 (1953, £294,562) have been deposited with the Reserve Bank of : India. 


(2) Contracts for outstanding capital expenditure on premises amount to approximately 


£192,000 (1953, £365,000). 


(3) Assets and Liabilities in foreign currencies have been converted into sterling at approxi- 


mately the rates of exchange ruling on 31st December, 1954. 


(4) Under Part III of the Eighth Sehedule to the Companies Act, 1948, the Bank is exempted 
from showing the aggregate amount of its reserves and the movements therein. 


H. F. MORFORD, Chief General Manager. 


STEWART, General Manager. 
T. R. GIBSON, Acting Accountant. 


178,059,285 


£203,685,695 £186,962,798 


PROFIT AND LOSS ACCOUNT FORAR EN 


Allocations— 
Amount written off Bank Premises 
Officers’ Pension Fund 

_ Widows’ and Orphans’ Fund 
Contingencies Account . 


Dividends Paid and Proposed, less Income Tax— 
Interim 73% paid 1st October, 1954 
Final >% proposed 


Balance Proposed to be Carried Forward 


1953 
£ £ £ 
200,000 200,000 
125,000 125,000 
20,000 20,000 
100,000 75,000 
445,000 420,000 
144,375 134,750 
144,375 134,750 
288,750 (14%) 269,500 
392.910 403,513 
£1,093,013 


£1,126,660 
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A405 
lay 
of ia, Australia and China 
EET,ECEMBER, 1954 | 
1953 
£ £ £ 
Current Assets— | 
) Cash in Hand, at Call and at Bankers .... wis eel 33,615,960 31,495,231 
Government and other Securities at Market ‘Value— 

Quoted on London Stock Exchange 45,323,206 
) Quoted on Overseas Stock Exchanges “ 10,771,299 10,330,709 
3 Dominion Government and other Securities at Local quotations .. 4,245,325 3,133,490 
3 62,309,388 58,787,405 
i? Hongkong Government Certificates of Indebtedness for surrendered coin lodged 
0 against Note Issue 1,098,028 929,278 
7 British Government Securities at “Market Value (Quoted on London” ‘Stock 
4 Exchange) lodged against Note Issue 1,791,305 1,750,000 
5 
1 2,889,333 2,679,278 
4 Bills of Exchange, including United Kingdom, Dominion, Colonial and Foreign | 
0 Advances to Customers and Other Accounts 74,737,506 67,248,879 
5 Balance of Remittances, Drafts, etc., in Transit between Head Office, Branches 7 | 

and Agencies 2,148,089 3,587,086 
‘Liability of Customers for Acceptances, including ‘undertakings | to ‘accept, 
200,737,666 184,217,594 
Fixed Assets— 
Subsidiaries—Shareholdings at, cost— 
Allahabad Bank, Limited—37,760 Ordinary Shares of Rs. 100 each of which _ 
14,680 are fully paid and 23,080 are paid up to the extent of Rs. 50 per share 749,510 749,510 
The Chartered Bank (Malaya) Trustee Limited— 
30,000 Shares of Straits $10 each, $5 paid 17,500 17,500 
Nominee Companies __.... 381 381 
The net assets of the Nominee Companies. amount, to £381, ‘represented by 
deposits with the Bank, per contra. ss 
767,391 767,391 
Bank Premises and Furniture, at cost less amounts written off ae 2,166,200 1,961,313 
Trade Investment, representing Property, at cost less amounts written off . 14,438 16,500 
V. A. GRANTHAM, Chairman. 
J. TAIT, Deputy Chairman. 
98 | A. A. BRUCE, Director. £203,685,695 £186,962,798 
- FORAR ENDED 31ST DECEMBER 1954 | 
1953 
£ £ 
Balance Brought Forward from 3lst December, 1953 403,513 399,215 
000 Profit, after providing for taxation and after making allocations to Contingerity “Accounts, 
+e out of which Accounts full provision has been made for diminution in value of assets .... 723,147 693,793 
000 
— Notes 
wit (1) The aggregate emoluments received by the Directors for their services amounted 
to £19,603 (1958, £19,456). In addition pensions aggregating £1,152 (1953, 
£1,250) were paid to former Directors. 
(2) The nominee subsidiaries do not trade and their accounts show neither profit nor loss. 
£1,126,660 £1,093,613 
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and our investments in Government and other Securities 
(other than those lodged against our Note Issue) have also 
increased by £2,120,729 and £3,521,933 respectively. 


It is, of course, essential that we should maintain the 
liquidity of our over-all position and in this there has been 
no material change, the ratio between Cash and Call Money 
to .our “demand and time” liabilities, excluding Notes in 
Circulation against which Security has been lodged, being 
only fractionally lower at 18.54% against 18.98% last year. 


The completion of a new office building in Singapore, 
coupled with the continued implementation of our programme 
for the provision of houses for our Eastern staff officers and 
the expansion and renovation of our Bank Premises general- 
ly, has given rise to an increase in the net figure for Bank 
Premises and Furniture, after allowing for a further £200,- 
000 written off, of £204,887. 


Profit and Loss Account 


The net profits for the y2zar amount to £723,147, an 
increase over those of last year of £29,349. 


Difficult working conditions have persisted but our 
Balance Sheet testifies to rather better conditions generally, 
in addition to which working costs which have been rising 
each year are at long last showing signs of greater stability. 


We paid an interim dividend in October last of 73% 
less Income Tax, absorbing £144,375, an increase of 3% over 
the interim dividend of the previous year, and it is now 
proposed that, out of the Balance now available, a final divi- 
dend of 73% less Income Tax, should be paid, costing £144,- 
375, making the total distribution for 1954 15% as compared 
with 14% in 1953. We propose to repeat the allocations 
made in each of the past four years to the Pension Fund 
and Widows’ and Orphans’ Fund of £125,000 and £20,000 
respectively. We have again applied £200,000 towards writ- 
ing down Bank Premises and Furniture Account. It is pro- 
posed to transfer £100,000 to Contingencies Account as 
compared with £75,000 last year and to carry forward the 
slightly decreased balance of £392,910. : 


Aden 


| The Bank opened its first branch in Aden in February, 
1954, in the Crater district. A second office was opened at 
Steamer Point in June. Both our branches have been steadi- 
ly expand ng their business and extending their connections 
with the commercial community. Over the past few years 
Aden has gained both in population and prosperity and now 
that the new il refinery at Little Aden has been completed 
it is likely that othe* new industries will be established in 
the Colony. Our branches are well fitted to provide the 
banking Services necessary to sustain an expanding economy 
and they already fulfil a useful function in the Bank’s in- 
ternational organization by transacting a considerable volume 
of business initiated with Aden by our branches elsewhere 
in the East. ae 


India 


It is encouraging to review the progress that has been 
made during the first three years of India’s Five Year Deve- 
lopment Plan. Already there has been a substantial im- 
provement in India’s agricultural production and, although 
estimates vary, it is likely that production of food grains 
has increased by as much as 20%. Two favourable monsoons 
have contributed substantially to this encouraging increment, 
but the extension of irrigation works and the improvement 
of peasant technique have already shown considerable effect 
and give ground for optimism in future years. 


Although government investment in industry during. the 
first three years of the plan has been well below schedule, 
Indian industrial output has increased by more than a third, 
an indication that the private sector of industry is playing 
an effective part in the country’s economic expansion. The 
increased purchasing power available in the rural areas fol- 
lowing two good monsoons doubtless led to a part of the rise 
in mill production of cotton cloth, which has already exceeded 


FAR EASTERN 


ECONOMIC REVIEW 


the output planned for 1956. On the other hand steel pro- 
duction is well below what the planners had hoped and it is 
doubtless because of this that the government is considering 
establishing more steel plants. A shortage of steel would 
seriously hamper the more extensive development of indus- 
try that is to be a feature of the second five year plan, 
which the government will soon be considering. 


The financing of such a vast investment as that envi- | 


saged by the planning Commission presents considerable pro- 
blems. So far capital expenditure has been much lower than 
was estimated by the planners and now has to be stepped 
up sharply. There are good reasons for this low rate of 
investment, since in the second year of the plan the govern- 
ment was compelled by a recession in the economy to con- 
centrate on stabilizing the situation instead of pressing on 
with development projects. That capital expenditure was 
lagging was already recognized last year and it has always 
been apparent that to complete their plan the government 
would have to resort to a measure of deficit financing. 


_If the plan is to be fully implemented within the time 
prescribed it will be necessary to spend during the final two 
years 60% of the total outlay envisaged for the whole five- 
year programme. The planning Commission is confident that 
deficit financing will not be harmful to the country’s economy. 
Exchange reserves remain at a satisfactory level and it is 
therefore considered that imports can safely be increased to 
meet the rise in internal demand for goods and services, 
which would ensue from an expansion of the money supply. 
It is doubtless this consideration that caused the government 
to pursue a rather more liberal import policy during the 
second half of the year. 


In practice it is improbable that the plan will be com- 
pleted within the stipulated period, although the various pro- 
jects in progress are likely to gather impetus in the next 
two years. This will to some extent save the Indian economy 
from the strain that would be imposed on it by a steep rise 
in development expenditure and incidentally render neces- 
sary a lesser degree of deficit financing. In any case deficit 
financing was only intended to supply a proportion of the 
necessary funds and this emphasizes the importance of 
mobilizing all possible domestic savings. 


In this particular sphere, of coursé, the banking system 
can perform a useful function and it is interesting to note 
the proposal which has been accepted in principle by the 
government, to establish a State Bank of India, the main 
object of which is to set up a nationwide system of branches 
and thus increase rural banking facilities. This step was 
recommended by a committee appointed by the Reserve Bank 
to survey existing rural credit facilities and envisages’ the 
absorption by the proposed State Bank of the Imperial Bank 
of India and a number of other banks associated in varying 
degrees with State governments. Undoubtedly the scheme 
envisages not only the provision of better rural credit faci- 
lities but also the easier collection of rural savings. As i 
suggested last year it is important to encourage the Indian 
people to deposit their savings in the banks and to wean 
them from the traditional habit of keeping their money lying 
unproductively at home. The note circulation in India is 
higher than aggregate bank deposits, whereas in Great Bri- 
tain, where people effect payment by means of cheques rather 
than cash, total bank deposits are four times larger than 
the note circulation. 


Much attention has been devoted during the past year 
to the question of finance for development in the private 
sector of the economy and a committee appointed by the 
Reserve Bank and presided over by Mr. A. D. Shroff, report- 
ed on the subject. 
mittee suggested that banks might endeavour to provide a 
measure of indirect long-term finance’ by subscribing to 
special institutions such as the Industrial Finance Corpora- 
tion, and it is now interesting to record the birth of the 
Industrial Credit and Investment Corporation of India. Mr. 
Cockburn has been appointed to the Board of Directors of 
that Corporation. This bank in common with the other 
eastern exchange banks and in association with the Com- 
monwealth Development Finance Company Ltd., and a num- 
ber of insurance companies has subscribed part of the capital 


Amongst its recommendations the com-— 
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intentions of the government. 


made in the export of manufactured goods. 
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of the new institution. The corporation should be able to 
make a considerable contribution to the financing of private 
industrial development in: India and this bank’s participation 
is an indication of our interest in Indian economic progress. 


The progress of private investment in industry in India 
must depend on the faith of private enterprise in the ultimate 
Moreover, a steady increase 
in private enterprise is as necessary to India as to other 
countries and as that progress can be directly encouraged 
or stopped by the actions or pronouncements of government 
it is to be hoped that nothing will be said or done which 
would have the effect of discouraging individual effort or 
frightening away potential investors. 


The Indian tea industry has benefited considerably from 
the rise-in tea prices which has received so much publicity 
in the British press in recent months. It is important to 
understand that basically the high price of tea is due to 
an increase in demand. Although world production of tea is 
rising, at present supplies are insufficient to meet demand 
and an increase in prices has been inevitable. Two years 
ago I reported to you that conditions in the Indian tea in- 
dustry had deteriorated to such an extent that many tea 
estates had been closed. It is surely all to the good that 
India and the other eastern producers of tea should now 
derive much needed finance for their schemes of economic 
betterment by obtaining remunerative prices for their pro- 
ducts in the international market. 


The Indian jute industry has embarked on a five-year 
modernisation plan in order to keep itself fully competitive 
in the international market in which the bulk of its output 
is sold. India has long been the largest supplier of jute 
goods to North America, but the development of new jute 
industries elsewhere and particularly in Pakistan has caused 
the Indian share of that market to decline. 


There has been a considerable rise in the production 
of the Indian cotton industry and good progress has been 
This industry 
also is faced with the problem of modernisation in order to 
lower production costs. Although it has, the benefit of 
cheap raw material it will in» the end have to rely on being 
truly competitive in the world’s markets. 


Pakistan 
The past year has again been one of difficulty for Pakis- 


tan. In the early months the defeat of the Moslem League 


in the first provincial elections held in East Pakistan since 
partition was followed by labour unrest and rioting in that 
area, which seriously affected the jute and paper industries. 


Later, East Bengal suffered disastrous floods which caused. 


extensive damage to the jute crop and in September, ex- 
ceptionally heavy rain was followed by further floods in the 
Punjab. Political instability and the strain on the country’s 
exchange reserves imposed by the industrial: development 
programme tended to cause anxiety, but the strengthening of 
the government in October and the . announcement that 
United States economic aid to Pakistan would be substantial- 
ly increased, went far to restore confidence. 


It is the government’s aim to change the basis of the 
country’s mainly agricultural economy by pressing forward 
with a policy of industrial development and this presupposes 
investment from abroad. That the government is fully alive 
to the importance of attracting capital from overseas is in- 
dicated by the new regulations governing foreign investment 
which took effect in September. Foreign investors are now 
permitted to hold a controlling interest in enterprises in 
approved industries, whereas formerly they were only allow- 
ed a maximum holding of 49% of the total capital. The 
more liberal facilities afforded, notably in respect of remit- 
tance of profits and repatriation of capital do not, however, 
apply to capital invested before September, 1954. 


More than four-fifths of Pakistan’s earnings of foreign 
exchange are derived from jute and cotton. In spite of flood 
damage to the jute crop, sufficient jute has been available 


| to meet world demand. Prices have been firm and exports 


have been running at a satisfactory level, so that it is likely 
that there will be little or no carry-over at the end of the 
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1945/55 season. I mentioned last year that Pakistan already 
manufactured sufficient jute goods for the country’s own re- 
quirements and with six mills already in operation the newly 
developed industry has been shipping an increasing tonnage 
to overseas markets. 3 


The cotton textile industry is expanding productiun 


rapidly and at present almost half the country’s production 


of raw cotton is being consumed in its own mills. It is the 
government’s intention to develop the textile industry at 
least to the extent necessary to cover the requirements of the 
domestic market. At the same time, raw cotton production 
is to be increased so as to maintain exports of this com- 
modity at a high level and thus obtain much-needed foreign 
exchange. | 


Owing to a considerable fall in the quantity of cotton 
sold for export last year, export earnings contracted at a 
time when it was necessary to import substantial quantities 
of equipment, machinery and raw materials for the country’s 
new industries. With exchange reserves already seriously 
depleted by the economic crisis through which Pakistan pass- 
ed in 19538, it was only possible to preserve equilibrium by 
imposing stringent restrictions on the import of consumer 
goods and by reducing imported raw materials to a bare 
minimum. It was as a consequence of these measures that 
prices in the domestic market mounted sharply and the cost 
of living increased in proportion. 


Towards the end of the year, shortages of raw materials 
and spare parts began to show their effect on the country’s 
newly established industries and on plans for further econo- 
mic expansion. However, the situation has now been eased 
by a considerable increase in United States economic aid to 
Pakistan, which has been raised to $110 million for the year 
ending 30th June, 1955. This sum includes grants for tech- 
nical assistance and flood relief, but the greater part of the 
appropriation will be absorbed by the import of industria! 


raw materials, essential commodities and United States agri- 


cultural surpluses. Rather more than half the total aid al- 
located is an outright gift to Pakistan and of the rest part is 
in the form of a forty-year loan and part is in respect of 
agricultural products which are to be sold against payment in 
Pakistan rupees. These rupees will be deposited in a coun- 
terpart fund to be used in connection with Pakistan’s econo- 
mic development programme. 


This assistance has made it possible for the government 
to ease import restrictions during the first half of 1955 and 
more foreign exchange is to be allocated to importers than 
in any period since the cancellation of the open general 
licence in 1952. The requirements of the new industries wil! 
continue to take precedence over less essential imports, but 
to arrest the rise in the cost of living provision is being made 
for the import of the more essential consumer goods which 


are not manufactured in sufficient quantities in Pakistan it- 
selfs 


Last year, in reminding you that Pakistan has no coal, 
I suggested that the natural gas which had then been re- 
cently discovered might provide an important source of in- 
dustrial power. This bank and five other eastern exchange 
banks have now joined with the World Bank in granting a .- 
loan to the Sui Gas’ Transmission Company, a _ transaction 
which is particularly notable as the first World Bank loan 
in which the British exchange banks have participated. The 
project has been jointly sponsored by the Pakistan Industria! 
Development Corporation and the Burmah Oil Company 
(Pakistan Trading) Ltd., and it is pleasing to report that 
progress has already been made in laying the 350 mile pipe- 
line from Sui to Karachi. Already plans are being made to 
lay a similar pipeline from Sui to the southern Punjab. 


During the past two years Pakistan has been confronted 
with grave economic problems at a time when an ambitious 
industrial development programme was. in full progress. 
Much remains to be done, but the Prime Minister’s state- 
ment in January that the country had now turned the corner 
in what he described as “the bitter economic struggle” is 
encouraging. It remains to be seen whether following the 
Governor-General’s recent visit to Delhi progress will be 
made towards a settlement of the various questions which 


ever since partition have clouded relations between India and 
Pakistan. 
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Burma 


Last year I drew your attention to the fundamental 
change that had taken place in the international rice trade, 
in which for the first time since the war rice producers no 
longer enjoyed the benefits of a seller’s market.. The world 
shortage of this important foodstuff which had enabled coun- 
tries such as Burma and Thailand with surpluses available 
for export, to exact high prices from neighbouring territories 
in South-East Asia in the years immediately after the war, 
had stimulated increased production both in the East and 
elsewhere. Furthermore, the disproportionate rise in the 
cost of rice encouraged the consumption of cheaper cereals, 
such as wheat, in countries like India and Japan, which 
normally import large quantities of rice. 


In Burma, as in Thailand, the government organization 
which had been entrusted with a monopoly of rice sales 
abroad, was slow to react to the changed conditions in over- 
seas markets. The policy of attempting to maintain high 
prices has only led to the accumulation of substantial unsold 
stocks, which are subject to considerable risk of deterioration 
while in store. While this surplus remains unsold, the coun- 
try must forego much-needed earnings of foreign currency, 
while the exchange reserves are being reduced at a rapid 
rate in order to finance government purchases abroad of 
capital goods and equipment required in connection with 
economic development schemes. 


Last year, rice producers were favoured by two factors, 
which are not likely to be present in 1955; the poor rice 
crop in Japan and increased imports by India, where the 
government was building up food — stocks. It became ap- 
parent by the middle of the year that although Burma’s 
exportable surplus was lower than had been originally esti- 
mated owing to late rains and late harvesting, markets for 
approximately 500,000 tons had still to be found. The au- 
thorities made determined efforts throughout the second half 
of the year to dispose of their surplus stocks and marketing 
missions led by ministers were sent to Malaya, Japan and 
the People’s Government of China. In October it was an- 
nounced that a substantial tonnage had been sold to China, 
but except for a small payment in sterling, settlement is to 
be made by means of barter, Burma receiving goods from 
China, Russia and the Soviet satellites in Eastern Europe. 


Although as a result of these efforts Burma exported 
more rice last year than in 19538, the authorities were em- 
barrassed by a tendency for inter-governmental sales under 
bulk contracts to decrease. Poor quality has caused the loss 
of markets abroad; under the State marketing system the 
millers have had no inducement to mill high-quality rice. The 
government, therefore, after consulting the commercial in- 
terests concerned, decided to permit private traders to ship 
rice to overseas markets other than those with which the 
State Agricultural Marketing Board has negotiated bulk con- 
tracts. Although shippers will still need to procure theif rice 
requirements from the Board, which will continue to fix 
prices, there will be no restriction as to the quality or quanti- 
ty which can be exported. It is to be hoped that tthis 
new arrangement will expand rice exports and so help to 
arrest the fall in the country’s exchange reserves. 


The financing of the government’s economic and social 
development plans presents some problems inasmuch as the 
profits earned by the government boards are no longer 
sufficient to maintain the various projects. In introducing 
the budget for 1954/1955, the Finance Minister therefore an- 
nounced the government’s intention of initiating a drive to 
encourage public investment in government securities. . The 
government has already resorted to deficit financing and is 
now seeking assistance from the World Bank, which has re- 
cently sent a mission to Burma to consider the possibility 
of granting a loan. The Japanese peace treaty which was 
signed in November not only settled the vexed question of re- 
parations but also provided for Japanese participation in 
joint enterprises to develop Burmese industries over a period 
of ten years. Japan already occupies the position of chief 
supplier of Burma’s textile imports and_ the reparations 
agreement will substantially increase the Japanese stake in 
the Burmese economy. 


_ Ceylon’s economic position during the past year 
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Ceylon 


It is pleasing to report a progressive improvement in 
In 1958, 
the essential problem continued to be the adjustment of the 
country’s economy to the new conditions prevailing after 
the collapse of the Korean War boom and the reduction of 
the trade deficit from the high level it had reached in 1952. 
Last year, except for a negligible deficit in June, the balance 
of trade was in Ceylon’s favour month by month, and the 


external reserves, which in November, 1953, had fallen to 


their lowest level for a decade, rose throughout the year. 


The main cause of this favourable trend was the advance 
in price of the island’s main export, tea, and Ceylon tea 
producers have been fortunate in that higher prices have 
coincided in their particular case with a record crop. The 
strength of the tea market has enabled the Ceylon. govern- 
ment to raise the export duty three times in four months. 
At its present level this levy has been almost trebled since 
last May. 


The only set-back in an otherwise favourable year for 
the tea industry was the Egyptian ban, imposed in May, 
on imports of Ceylon tea. Following the trade agreement 


negotiated by India and Egypt in June, 1953, Indian pur- 
chases of Egyptian cotton had exceeded in value Egyptian | 


imports of Indian tea and the Egyptian authorities accord- 
ingly found it necessary to close their domestic market to 
Ceylon tea. Subsequently it was agreed that Egypt would 
freely license imports from Ceylon and in return Ceylon 
would buy sufficient Egyptian goods and commodities, such as 
cotton, cotton yarn, cement and phosphates, to keep its 
favourable trade balance with Egypt within reasonable limits. 
Shipments of Ceylon tea to the Egyptian market have since 
benefited from a more iberal release of Egypt’s sterling 
balances. 


Terms for the current year’s rice-rubber contract with 
the People’s Government of China were settled in October. 
The volume of shipments either way remains unchanged at 
50,000 tons of rubber and 270,000 tons of rice, but the 
price structure has been altered. Ceylon will receive a 
slightly lower price for its rubber, but will pay a substantial- 
ly reduced price for Chinese rice. In consequence, the trade 
balance between the two countries will be in Ceylon’s favour 
and while any. residual balance will be settled in sterling, 
Ceylon has agreed to import other Chinese goods to reduce 
this balance. Hitherto, the Chinese have paid a price higher 
than the world level for their purchases of. sheet rubber 
from Ceylon, but as a result of the rise in rubber prices in 
the international markets towards the end of the year this 
is no longer the case. Now shippe 
tons of sheet ‘rubbe 
than Ina, and 1 resent prices_are mints 
for the first time will’ be faced with the probtem 43 
rubber under its contract with China at a price lower than 
world prices. 


While the outlook for Ceylon’s exports may be con- 
sidered favourable, the island’s economy is based on a dan- 


gerously narrow range of products at a time when substantial | 


imports of food are still necessary to feed the rapidly ex- 
panding population. The government is fully alive to the 
fact that general economic development is dependent upon 
attracting foreign capital and in February, 1954, an act was 
passed, authorising the raising of development loans totalling 
Rs. 60 crores, both locally and in the United Kingdom and 
from the World Bank. The following month Ceylon entered 
the London money market for the first time since 1939, when 


a 4% loan of £5 million, redeemable 1973/75, was success- 


fully issued at 97. In June a 34%% loan of Rs. 7 crores, 
repayable in 1964, was offered locally by the Central Bank 
on the government’s behalf and over-subscribed. The same 
month the World Bank agreed to finance by means of a loan 
the second stage of the Laksapana MHydro-Electric scheme. 
The success of these loan operations should assist the pro- 
gress of economic development, but the prospects of in- 
vestment in Ceylon by foreign enterprise are not being help- 
ed by the difficulties of securing any but temporary residence 
permits for skilled foreign personnel. If enterprises are to 
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be developed which will provide extended opportunities of 
employment for the ‘Ceylonese people, it is to be hoped that 


the authorities will see fit to ease their restrictions on the 
entry of essential personnel from abroad. 


Malaya 


The year 1954, against the background of two parti- 
cularly difficult years which preceded it, presents a happier 
picture for Malaya, for the country and its economy have 
benefited by an improvement in the security position and by 
a considerable increase in the price of rubber. : 


The sound basis laid down for dealing with the terrorists 
in Malaya continued to show better results during the year. 
Incidents are now fewer and as Government has progressively 
gained control of the situation a number of new areas have 
been declared as “white” where the. population live free of 
emergency restrictions. Though there are still terrorists at 
large, the success of the Government’s counter-measures ap- 
pears to have forced them to retreat into the more inacces- 
sible areas of the jungle and the Government, in framing the 
federal budget for 1955, felt sufficiently confident of the 
situation to reduce the appropriation for expenditure on the 
Emergency by 18% from its level during the past year. 


A weak rubber market in the early months of the y2ar 
saw the price fall to 16-3/16d. per pound in March and there- 
after rise to a peak of 30-5/8d. on the last day of the year. 
Rubber production rose by some 10,000 tons to 584,434 tons 
and, contrary to the expectation of many producers a year 
or so ago that there would be a substantial surplus pro- 


duction, world purchases of natural rubber have actually 


increased and more than set off the increase in production. 


On the basis of the figures for the first eleven months 
of 1954 and taking into consideration the substantial rise 
in the price of rubber at the end of the year it is reasonable 


to assume that the trade deficit for the full year will be 


smaller than the figure of M$209 millions by which imports 
exceeded exports in 1953. This is an encouraging result 
particularly when it is remembered that the last year in 
which Malaya enjoyed a trade surplus was in 1951 at the 
height of the Korean war boom. | 


Further efforts to resuscitate the entrepot trade have 
met with little success, but secondary industries are slowly 
growing. | 


During this coming year the prosperity of Malaya may 
be affected to a greater degree than hitherto by the produc- 
tion of the synthetic rubber industry since GRS synthetic 
rubber is at present cheaper than the comparable grade of 
the natural product. The importance of this consideration 
was emphasised by the publication in October of the report 

ission, presided over by Sir Francis Mudie, which con- 
ducted an investigation into various aspects of the competi- 
tive position of the Malayan rubber industry. As it is gen- 
erally agreed that in the long run research and improved 
technique are likely to lower the price of synthetic rubber, 
the mission concluded that, in order to lower production 
costs and so increase the competitiveness of the Malayan 
industry, replanting with high-yielding stock must be ac- 
celerated. 

The mission’s recommendations have aroused considera- 
ble controversy within Malaya and the Rubber Grower’s As- 
sociation have submitted alternative proposals to the Malayan 
Government. For the time being, government has taken no 
decision on either scheme and is awaiting the report of the 
World Bank mission, which, as I mentioned in my last re- 
port, visited Malaya early in 1954. 


Interest in the tin industry during the year has centred 
upon the proposed control scheme, -which provides for the 
establishment of a buffer stock. Though world tin produc- 
tion has tended to fall and consumption to rise, Malayan 
producers favour the scheme, in the expectation that it will 
give the industry the benefit of price stability. The Mala- 
yan government has published its arrangements for control- 
ling production if and when the scheme comes into operation, 
but. at present the agreement has-not been ratified by suff- 


cient of the signatory countries to enable it to be brought 
into force. pe 


‘stimulated by the rise in rubber prices. 
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Tin prices »fter a sharp rise in April to £820 per ton 
quickly relapsed to settle around £740 until the year end 
when they declined to £697. 10s. The prospect of the intro- 


‘duction of the. international tin control scheme kept the price 


reasonably firm at a level rather higher than the price to 
which it had declined in January, 1954, and may be expected 
to continue as a broadly stabilising factor. 


Production in Malaya of tin at 60,691 tons was the 
highest annual output recorded since the war and exports 
rose by some 9,000 tons to 70,277 tons. 


The note issue remained stable until December when 
it rose sharply, reflecting the increased purchasing power 
This was the 
first real expansion of the currency since the Korean war 
boom and the note circulation on 1st January, 1955, was 
M$778,958,620 as compared with M$740,923,669 a year 
earlier. 

This expansion will doubtless help the import trade, but 
it is to be hoped that importers will be cautious in entering 
into future commitments, so that there may be no repetition 
of the overtrading that occurred a few years ago. United 
Kingdom exporters to the territory have to encounter in- 
creasing competition from Australia, Germany and Japan. 


In his budget speech in November- last, the Federal 
Financial Secretary was able to disclose a welcome revision 
in the Federation’s original budget figures for 1954. With 
increased receipts from the export duty on tin and from 
income tax, partially offset by a reduction in receipts from 
tobacco duty, revised revenue is set at M$541 millions and 
chiefly owing to the inability of departments to spend the 
whole of their appropriations revised expenditure amounts 
to M$715 millions making a revised deficit for the year of 
M$174 millions or about the equivalent. of the year’s ex- 
penditure on the Emergency. In 1955, it is estimated that 
there will be a deficit of M$148 millions. 


The wide measures of self-government which are to be 
given to both the Federation and Singapore have aroused 
some controversy. The changes must be sweeping in order 
to satisfy the political aspirations of the highly intelligent 
population. of the peninsula but safeguards will be provided 
by the reservation of certain powers to the Governor and 
High Commissioner. 


The confidence this Bank has in the future in Malaya 


._ is well exemplified by the opening of a second branch in 


Singapore, housed in a six storey building recently completed 
in the Shenton Way development area. 


North Borneo 


North Borneo has benefited from the rise in rubber 
prices during the latter part of last year, but increased prices 
have not so far led to a marked increase in exports, which 
have been running at much the same level as in 1953. 
This emphasizes the fundamental problem that confronts the 
North Borneo industry, namely, the necessity for extensive 
replanting and new planting with high yielding stock, which, 
as the report of the Mudie Mission in Malaya pointed out, 
should lead to a substantial reduction in costs. That the 
government is fully alive to the importance of the problem 
is indicated by the introduction of the Rubber | Industry 
Replanting Bill, under which in order to assist replanting a 
reduction is being made in the export duty at a time when 
the colony can ill afford to forego even in part one of its 
customary sources of revenue. 


Copra exports last year have been rather higher in: 
volume than in 19583 and as usual a good deal of the copra 
shipped from North Borneo has come from the southern 
islands of the Philippine Republic. Timber exports have 
greatly increased and prices have been firm. Most of the 
timber shipped has gone to Australia, Japan, South Africa 


‘and the United States and those companies which have . 


introduced mechanical methods of logging should eventually 
reap the benefit of their enterprise. The colony’s industries 
have been handicapped by a grave shortage of labour ever 


since the war and in an endeavour to solve the problem the 


government has now approached the Philippine authorities 
with a view to introducing Filipino iabour into North Borneo. 
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While the proposal has been accepted in principle by the 
Philippine government, formal negotiations have not yet 
begun. 


It was encouraging to learn from the Financial Secre- 
tary’s budget speech that the colony’s revenue was not only 
sufficient to cover recurrent commitments and the normal 
replacements that are necessary each year, but that it also 
allows for a surplus which can be applied to financing new 
development. The British government have promised assis- 
tance in 1955 to the extent of over M$33 millions, which 
is more than the colony received from this source in the 
four years 1950/1953 put together, but nevertheless it has 
proved necessary to raise the rate of tax on company profits 
from 30% to 40%. Apart from the rubber replanting pro- 
gramme a scheme to finance shophouse rebuilding is to com- 
mence this year and a Loans Commission, which will receive 
its funds in the first place from enemy assets, is to be set 
up to finance light industrial. and agricultural development. 


These developments, the rise in the price of rubber and 
the energetic policy pursued by the government, encourage 
me to take an optimistic view of the colony’s prospects 
during the coming year. It is satisfactory that the supply 
of rice, both at home and abroad, has increased sufficiently 
for the government to return the purchase and distribution 
of this staple foodstuff to private traders subject to the 
maintenance of a stockpile and the disposal of excess govern- 
ment stocks. 


Sarawak 


Trade statistics for the whole of last year are not yet 
available but it seems that they will not differ significantly 
from the figures for 1953, when there was a favourable 
balance. Weakness in the price of rubber in the early 
months of 1954 caused a decline in shipments of this com- 
modity from Sarawak and although the subsequent rise in 
price has brought about an improvement in exports they 
were lower in volume over the whole of last year than in 
1953. The pepper crop was a record one and shipments 
have increased substantially in volume, although prices have 
been lower. Following an excellent crop of illipe nuts, a 
considerable tonnage was exported, but sago shipments are 
likely to be lower in volume than in 1953. Timber exports 
tended to increase slightly during the year and towards the 
end lumber prices showed a welcome improvement. 


Thanks to an unexpectedly large yield from the export 
duty on the illipe nut crop and the receipt of over M$2 
millions from the realisation of Japanese assets, the colony’s 
estimated budgetary surplus for 1954 will be over M$4 
millions. In 1955, customs revenue is expected to be M$33 
millions lower than last year and the government's problem, 
in view of the need to increase its budgetary expenditure, 
has been to find ways and means of finding this anticipated 
deficiency elsewhere. It was decided in order to balance 
the budget to increase trade licence fees, a procedure 
justified by the Financial Secretary on the ground that a 
limited company paying tax on its chargeable profits at the 
rate of 30% per annum, had been subjected in the past to a 
disproportionate tax burden in comparison with firms not 
registered as limited companies, which although their turn- 
over might be substantial, had been paying only a small 
trade licence fee. The new fees aroused considerable op- 
position among the Chinese community in Sarawak, and the 
Government have now agreed to set up a committee to in- 
vestigate cases of hardship arising from their application. | 


During the course of the year the government published 
its economic development plan for the period 1955/1960, 
an extension of the plan now in _ progress. The main 
objectives of the plan are increased rice production, the 
development of alternative exports so as to render the 
economy less dependent on rubber, the improvement of com- 
munications and an expansion of social services. Just over 
half the aggregate expenditure envisaged under the plan is 
to be devoted to the construction of roads and airfields, port 
development and telecommunications, and one quarter to 
social service. It is estimated that during 1955 over M$26 
millions will be spent on development schemes, of which M$23 
millions will be found from the colony’s funds and the balance 
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will be met from Colonial Development and Welfare grants. 
Provision has been made in the plan this year for a loan 
to the Co-operative Central Bank to enable it to grant faci- 
lities to rural credit societies for short-term agricultural 
loans. I mentioned this new credit institution last year and 
paddy growers in particular should derive considerable as- 
sistance from its operations. | 


Republic of Indonesia 


Observations upon the trend of affairs in Indonesia tend 
to become repetitive. I am not to be numbered among 
those who predict an early break up of the Republic but I. 
have again to report a further deterioration in its economy. 


The deterioration during 1954 was probably greater and 
was certainly more obvious than in any of the preceding 
years and almost the only reassuring factor is that the balance 
of trade has turned in Indonesia’s favour and foreign ex- 
change holdings were appreciably higher at the end of the 
year than at the beginning. This is not to say that the 
holdings, even at the increased figure of Rp. 2,853 millions, 
give grounds for complacency for this improvement has only 
been effected by the most drastic import cuts and even now 
it is doubtful whether the country can trade without an 
adverse balance of payments. ‘High world prices for rub- 
ber and tea inevitably lead to illicit tapping and plucking, 
with resultant smuggling and loss of exchange, whilst on 
the other side of the book the lack of essential consumer 
goods must eventually be remedied. 


Moreover, the severity of the import cuts, particularly 
n essential consumer goods, has not been wholly due to 
policy, inasmuch as one effect of the system of preferential 
allotment of licences to national importers is that not all 
of those with authority to import have either the financial 
standing or the business experience to carry out the trans- 
actions. Even more disturbing is the growth of the 
“Istimewa Contract System” which may have cost the coun- 
try as much as Rp. 1,000 millions in foreign exchange during 
1954. This system involves the granting of export licences 
at prices considerably below world market prices and allow- 
ing the resultant surplus of foreign exchange to be utilised 
to import goods of a luxury or semi-luxury nature selling 
for exorbitant prices in the local market. As a result large 


sums are being lost which would otherwise be available for 
essential imports. 


These uneconomic practices and other devices such as 
“parallel transactions” and “barter” cannot be in the in- 
terests of Indonesia. It is a matter for regret thet a frugal, 
hard-working population should be finding it more and more 
difficult to adjust their earnings to a rapid inflation that 
might be checked by the use of more orthodox methods. 


The factors I have mentioned combine to make the 
future of our branches in Indonesia far less promising than 
was expected when we, in the infancy of the Republic, so 
whole-heartedly and deliberately accepted risks we should 
hesitate to take in a more mature country in order to help 
Indonesia’s new merchant class and administrators. It is 
to be hoped that the government will endeavour to come to 
grips with the many problems and abuses that now exist 
before it is too late. . 


Thailand 


Thailand has passed through an uneasy year and, not- 
withstanding the introduction of various expedients to halt 
the adverse trend in its balance of payments, imports ex- 
ceeded exports by over 800 million ticals. The main reason 
for this disappointing result was that rice exports, which 
account for approximately half the country’s foreign ex- 
change earnings, have fallen year by year and in 1954 
were, at 1 million tons (plus 200,000 tons of rice flour), lower 


by gout one-third than during the post-war peak year of 


Little comfort can be taken from early estimates which 


placed the exportable surplus on the 1954/1955 crop at | 


750,000 tons only, to which of course must be added a 
carry-over from previous crops of 400/500,000 tons. 
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The real trouble has been a government policy which 
was gradually pricing the country’s rice out of world markets 
and it has yet to be seen whether the terms on which the 
rice trade is now being ‘returned to private dealers will 
prove sufficient inducement for merchants to shoulder the 
burdens imposed and yet work to increase sales in the highly 
competitive markets that exist today. As, however, the 
government has to take a realistic attitude towards its rice 
exports no doubt the recent regulations will be amended 
where necessary to ensure that their objective of increasing 
overseas earnings will be achieved. In any case, further 
reductions in the quantity exported in the near future 
might result in a seriaus deterioration in the quality of 
existing stocks and a serious monetary loss. 


Of Thailand’s other main exports, tin production has 
been lower over the year but an encouraging sign was that 
rubber shipments tended to increase in volume during the 
latter part of the year, at a time when the price of that com- 
modity was staging an appreciable and sustained rise. 


The government made repeated attempts during the 
year to impose further restrictions upon imports and although 
this added to the existing inflationary pressure it did not 
succeed in stemming the adverse flood of trade. It was 
doubtless realisation of this position that caused the Bank 
of Thailand to introduce, in December, regulations for closer 
control of imports by the compulsory use of letters of credit 


and a closer control on the recovery of the foreign currency 
proceeds of exports. 


Notwithstanding Thailand’s inability to come to grips 
with some of its major problems the country has’ great 
natural resources and a history of mature nationalism which 
should prevent the dissipation of its wealth and one can, 
I think, take an attitude of qualified optimism towards its 
future. I view with some misgivings its continued deficit 
budgeting, for experience last year shows that it is going 
to be extremely difficult to bridge the deficit of Ticals 1,236 
millions in the 1955 budget by the raising of loans as en- 
visaged by ithe National Assembly. On the other hand, 
American aid is now being received in many forms and in 
substantial amounts. An outright grant for U.S.$28.2 mil- 
lions was made for economic projects during the United 
States government’s fiscal year 1954/55 and in addition to 
this the Mutual Defence Aid is operative and investment 
funds are being received through non-government channels. 


It is strange, in view of the unfavourable trend in the 
country’s trade, that the value of its currency should have 
appreciated over the last three months of the year. As 
welcome as it is to see a strong tical, there must be doubt 
as to whether this strength is not to some extent artificial, 
but whatever the reason the effect of the government’s 
monetary policy in general has been to produce a stringency 
of cash in the Bangkok market which has created very 
dificult conditions for the banks and tended to _ restrict 
legitimate trade. 


Vietnam 


Dramatic changes have occurred in Vietnam following 
the military collapse and decisions at the Geneva Conference 
in July have led to the evacuation of Tonkin and the 
relinquishment to the Viet-Minh of the country north of the 
17th Parallel, while in the south the French have completed 
the granting of full sovereignty to Vietnam by handing over 
a Central Bank, the Exchange Control and the port of 

aigon. 


The coming of peace based as it was on the unfortunate 
partition of the country did not ease this Bank’s problems 
and, as indications to date suggest that there is unlikely 
to be any future for Europeans under the Viet-Minh regime, 
we have had to follow the example of others and close our 
Haiphong office. In any case, with the approach of the 
fighting towards Hanoi earlier in the year, we had already 
run down our commitments. At one time it was thought 
that Tourane, close to the 17th Parallel and with a good 
natural harbour, might become an important centre of trade 
between the north and the south but an on-the-spot examina- 


tion convinced us that potential developments did not justify 
our opening a branch there. | 


Our future in Saigon, although difficult to assess, may 
be more secure and promising than it seemed to be a short 
time ago. There are signs that Vietnam may achieve social 
and political stability, notwithstanding the necessity for its 
economy to be based henceforward mainly upon agriculture. 


The steps taken by the Prime Minister to close the 
gambling hails in Saigon and to clean up the administration 
should help considerably in swaying .the vital election of 
1956, till now treated in many circles as certain to bring 
victory to the communists. oe 


Mr. Diem’s government has the full support of the 
United States and this support, backed as it is by consider- 
able monetary aid-—U.S.$300 millions is mentioned—should 
be a deciding factor in ensuring the peaceful and prosperous 
existence necessary to restore the country’s morale and to 
show its people that the democratic way of life is still pre- 
ferable to the alternative that faces them. An important 
factor to this end must be the establishment of a stable and 
acceptable unit of currency. 


The successful resettling of the refugees from the north 
could be a further important step in ensuring stability, and 
here again direct aid by the United States is likely to be an 
important factor. Of even more importance, however, is the 
aid to be given in the rehabilitation of the rice industry, for ~ 
a substantial increase in rice ¢xports would possibly be the 
most effective contribution of all towards achieving stability 
in southern Vietnam. 


Cambodia 


Not: the least important result of the withdrawal of 
the French from Indochina has been the coming of national 
independence to the states of Cambodia and Laos. It was 
in anticipation of Cambodia having a separate government 
and becoming an important state in S.E. Asia that we took © 
steps more than a year ago to establish an office at Phnom- 
Penh and I am pleased to announce that our branch there 
is now conducting full banking business. | 


The country’s exchange control and the currency com- 
mission is now in the hands of the local government and there 
are signs that the Cambodians are determined that indepen- 
dence for them also means secession, not only from France, 
but from the associated states, including Vietnam. This 
raises difficulties as there are no harbour facilities on the. 
Cambodian coast line. The building of a deep-water port, 
with road and rail connections with Phnom-Penh will prove 
an expensive if necessary project. : 

As the political and economic influence of France de- 
clines (her cultural influence will long endure) that of the 
United States increases and there is clear evidence that no 
effort is to be spared in building up the country and giving 
it an economic strength sufficient to enable it to retain its 
independence and to provide a bulwark against further ag- 
gression. It has always had a separate viable economy. 


The Republic of the Philippines 


For the last few years the Finance Department and 
the Central Bank have by drastic control over imports, suc- 
ceeded in maintaining the Republic’s foreign balances at a 
figure of U.S.$300 millions which is roughly equivalent to 
the note issue and it was very surprising to find a departure 
from this policy in the last two months of 1954, during which 
period the reserves were run down to U.S.$270. millions, 
mainly by ex-quota allocations for textiles. These are the 
lowest published figures since the crisis year of 1949 and 
would cause more concern were the position not over- 
shadowed by the favourable terms agreed upon for renewal of 
the Bell Act, which should ensure such benefit to the Philip- 
pine economy that the future can be viewed with quiet 
optimism. 

These terms should ensure a maintenance of exports at 
present levels and, provided no drastic falls occur in the 
world prices of sugar, copra and hemp, the United States 
spending in the country will, no doubt, bridge the gap 
caused by excess imports. At the moment, prospects for 
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all three primary products appear to be good and sugar, 
which now vies with copra as the foremost dollar earner, 
is favourably treated under the revised terms of the Bell 
Act which allow the full quota of 950,000 tons and a slower 
increase in the duty imposed by the United States than was 
expected. Then too the present crop estimate at 1,400,000 
short tons is in excess of last year’s crop, which was itself 
a post-war record. Exports above the United States’ quota 
will probably go to Japan. 


For copra too there are encouraging signs as the au- 
thorities are making determined efforts to improve the 
quality and the effect cf this, which should be felt from 
1955 onwards, may be an expansion of trade with Europe. 
A recent concession by the Bank of England allowing British 
dealers to sell dollar copra to foreign buyers for sterling 
or local currency may result in more Philippine copra — 
traded through London. 


On the import side there is still an encouraging swing 
from consumer to producer goods and from non-essential 
to essential goods and the banks assist by continuing their 
onerous licensing duties, although this work on behalf of 
the Central Bank is inadequately recompensated. 


Our relations with the Central Bank are as always on 
a most proper and friendly footing and during the year it 
has been encouraging to find more latitude given by the 
central institution in carrying out its avowed policy of pro- 
viding loans to commercial banks when necessary for re- 
financing purposes of an essential nature. Perhaps the 
gieatest handicap bankers and merchants suffer in the Philip- 
pines is their inability to obtain forward exchange cover and 
the danger of this situation becomes more apparent during 
periods of lack of confidence in the peso. No doubt the re- 
appointment of Mr. Cuaderno as Governor of the Central 
Bank for another five years will, in view of his declared 
opposition to devaluation, stop the rumours that have been 
so rife since it became known that the right of veto of the 
United States President to currency changes was to be re- 
moved. 


Of particular interest is the replacement of the seven- 
teen per cent. exchange tax, which was a deterrent to foreign 
investment, by a special import levy to be progressively 
reduced over a period of years and finally eliminated by 
1966. In some circles there is considerable reservation re- 
garding the ability of the customs authorities to obtain the 
full amount of customs dues which should be payable. It is 
hoped too that these impositions will not affect the cost 
of living which has remained constant, for of all the coun- 
tries in South East Asia the Republic of the Philippines is 
unique in that its note issue has not increased over the 
last five years and inflation has been successfully halted. 
This is an important factor in producing stability in an 
area where economic and political stability is badly needed, 
and I hope that the extensive public works schemes upon 
which the government is embarking, and for which sufficient 
funds would not appear to be available either from taxation 
or from public investment in government bonds, will not 


be allowed in any way to undermine the results of sound 
economic policy. 


Hongkong 


The mainstay of Hongkong’s economy has always been 
its entrepot trade, which was hard hit by the United Nations’ 
embargo on the export to China of what are defined as 
strategic goods and commodities. Despite the relaxation by 
the United States government of a number of restrictions 
on trade with Hongkong, the colony’s total external trade 
in 1954 fell in value by 11% from its level in the previous 
year. Trade with the China mainland decreased by approxi- 
mately a quarter during the same period and it has apparent- 
ly suited the Chinese authorities to conduct the bulk of 
their trade with the free world direct with the countiies 


concerned rather than to use the entrepot facilities of Hong- 
kong. 


Last year I mentioned that for omeere into China terms 
of payment were imposed which did not conform to normal 
banking and commercial practice. It is satisfactory that 
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as a result of negotiations conducted by the British trade 
delegation which, led by one of our General Managers, Mr. 
W. G. Pullen, visited Peking towards the end of the year, 
trade transactions will now, for the most part, be settled 
in a more normal manner. It is to be hoped that Hongkong 
will derive benefit from these negotiations in the shape of 
increased trade with China, but possibilities for expansion 
must be limited as 80% of China’s external trade is still 
conducted with the Soviet bloc. (Meanwhile, the discontinu- 
ance from January, 1955, of special export licensing of 
British exports destined for Hongkong is a timely recogni- 
tion by the authorities of the adequacy of the colony’s 
security controls over trade with China. 


An encouraging feature of Hongkong’s economy is the 
continued development of local industry for, luckily for the 
colony, this offsets to some extent the fall of entrepot trade 
and the serious social problem posed by the great increase 
in population. Exports of locally manufactured goods now 
form 28% of total shipments and the most important of the 
local industries, cotton spinning and weaving, has maintained 
a satisfactory level of sales abroad despite difficulties in 
markets such as Indonesia and Pakistan where shortage of 
foreign exchange has curtailed orders. The local weavers 
are absorbing an increasing proportion of the yarn produced 
in the colony and it is indicative of the quality of the woven 
product that shipments are being made to Lancashire for 
finishing and processing there. However, notwithstanding 
the considerable progress that has been made in the local 
industrial field, the future of the cotton and of the other 
new industries is dependent upon their ability to gain and 
retain a firm foothold in sound overseas markets. 


As adequate supplies of rice are now freely available 
in the world markets the Hongkong government has trans- 
ferred trading to private hands and it is hoped that the lower 
prices that can now be expected will bring about some reduc- 
tion in the high cost of living which is proving a heavy burden 
to the population. 


Our faith in Hongkong is witnessed by the Func that 
we have completed our plans to rebuild completely our old 
office building there which has outlived its usefulness. Our 
new building should be one of the most imposing structures 
in Hongkong. 


China 


— the year we have made good progress in winding 
up our affairs in China. It is quite clear that the People’s 


Government of China will not permit the re-entry of Euro- 


pean enterprise into China but, on the other hand, we have 
been given an indication that China will welcome the parti- 
cipation of British banks in the finance of their external 
trade, and our future policy will be aligned to meet these 
changed conditions. 


Japan 


I mentioned last year that in order to curb the dan- 
gerous inflationary trend that was threatening the Japanese 
economy, the Bank of Japan had introduced a tight money 
policy. As was to be expected, this and other deflationary 
measures did not take effect for some months but a pur- 
suance of the policy, notwithstanding a change of govern- 
ment, has resulted in a healthier state in the country’s affairs. 
Month by month in the second half of the year exports 
exceeded imports and Japan closed the year with a favour- 
able balance of approximately U.S.$100 millions; a great 
improvement and in marked contrast to the _ deficit of 
U.S.$200 millions during 1953. 


This successful reversal of the adverse trend of the 
previous year is, however, on close examination, not so en- 
couraging as one would hope for it has been achieved only 
by running down stocks and by resorting to various export- 
promotion devices and special trade systems such as link and 
barter. There is an obvious limitation to the use of artificial 


stimulants and any system such as that of bonus imports | 


which necessitates producers charging high prices in domestic 
markets to recoup losses on overseas sales cannot fail to 
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accentuate inflationary pressure. It may be these unortho- 
dox methods that have caused a serious increase in un- 
employment at a time when the ostensibly more prosperous 
conditions would be expected to induce fuller employment. 


Japan, therefore, is by no means out of the wood and, 
with the many unsettled problems that beset her, there was 
never a greater need for political stability than there is 
now. Austerity measures have been introduced by the new 
government which have been well received, and, provided 
retrenchment continues and the country manages to work 
within its estimated foreign currency budget for the next 


twelve months, there seems no reason why Japan’s post-war 


recovery should not continue. To accomplish the substantial 
decrease in imports called for, and at the same time to curb 
inflation, is going to be a task of the first magnitude. Nor 
is the estimated export total likely to be exceeded for Japan 
is finding it difficult to make much headway in overseas 
markets. Numerous bi-lateral trade agreements have been 
signed over recent months but what they all achieve in 
genuine trade is hard to fathom. 


Equally difficult to assess is the financial benefit that 
will accrue from Japan’s attempts to foster trade in South 
East Asia by providing services by way of war reparations, 
but the agreement on reparations with Burma creates a 


precedent and must at least be helpful to Japan’s employ- 
ment figures. 


Sino-Japanese trade, once thought to have tremendous 
potentialities, has been disappointing, but the figures may 
increase from now on. This trade is not, however, going 
to be Japan’s salvation and in fact mainland China could 
become a dangerous rival to Japan in world textile markets. 
For another year at least the continued stability of the 
country must depend upon United States payments for goods 
and services to American forces in Japan and Korea. 


The Japanese banks, although still under strain and 
perhaps carrying within Japan commitments greater than 
they themselves like to see, have with the assistance of the 
Japanese authorities made considerable headway in overseas 
business. The post-war era, in which the British banks 


underwrote the sterling trade of Japan, is practically at an 


end and from now on exchange banks in Japan like our- 


selves are going to find it more and more difficult to obtain 
lucrative business without undue risks. 
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New York 


Our New York office continues to play a most important 
role in our branch system, particularly as many of the 
primary products of the Indian sub-continent and of the 
South East Asian countries are now exported in increasing 
quantities to the United States. The buoyancy of the eco- 
nomy has thus a direct influence on the volume of the 
business handled by our agency. Moreover, many important 
connections are made through our New York office and our 
relationships with the American banks are always most 
harmonious and mutually helpful. 


One aspect of the United States’ economy to which this 
bank has to pay particular attention is the question of the 
disposal of surplus farm products because in assessing pro- 
positions from the countries in which we are interested, we 
have to consider the trading risks to our customers which can 


arise from the effect on world prices of the release of such 
surpluses. 


Hamburg 


Our Hamburg agency continues to perform an essential 
function in our organization by providing banking facilities 
in connection with West Germany’s trade with the. East. 
Now that the Republic’s economy is gaining strength, com- 
petition from German banks is growing, but in view of the 
efficient service our agency offers, we are confident that we 
are in a position to meet it. . 


Conclusion | 


I am encouraged to conclude upon a note of restrained 


optimism, bearing in mind that periods of economic stability 
in the East have been relatively few during the past hundred 
years. For a long time the Bank was beset by recurring 
crises of confidence and unpredictable fluctuations in the 
world price of silver, but nowadays most of our difficulties 
arise from attempts to put into operation untried political 
and economic theories. Notwithstanding the fragmentation 
of what were formerly unified trading areas of great extent 
into self-regarding national states, our branch organisation 
has been able to cross the new frontiers and, by facilitating 
international trade, to foster international understanding 
and goodwill. 


FOR TASTIER 
COOKING 
ALWAYS.... 


NODA SHOYU Co., Ltd. 


EXPORT DIV. 


11, 3-CHOME, KOAMI-CHO 
NIHONBASHI, TOKYO 


SOY SAUCE 


x 


1 gal. % gal. 
Keg (4.75 gals.) 
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HONGKONG 


CHINESE CHAMBER OF COMMERCE 


The Chinese General Chamber of Commerce in one of 
its periodic meetings again stressed that there was a trade 
slump here, and they quoted the lower trade value of last 
year (a decline of 11.4%) without mentioning that prices 
in most commodity markets had declined and that a drop 
in volume was not recorded in 1954. The chairman of the 
Chamber (Hui Pee-kuk) suggested that Government here 
ought to appeal to UN for lifting of the China embargo. 
“In view of the armistice in Korea the embargo no longer 
had any meaning”. The vice-chairman (Ko Cheuk-hung) 
opined that the embargo “had done more harm to Hongkong 
than to China as many goods on the embargo list were being 
manufactured in China and even exported to Hongkong”. 
It also was stated at that meeting of the Chamber that 30% 
of members of the local Industrial Chemical Merchants As- 


sociation had closed “due to the business slump caused by 


the embargo”. It was obviously forgotten that the business 
slump in industrial chemicals was also observed in countries 
which are not trading with China. Another suggestion by 
the Chamber was that Government should relax trade con- 
tiols generally and negotiate with foreign countries for their 
removal of trade restrictions. 


INDIAN CHAMBER OF COMMERCE 


Commenting on the import restrictions in various coun- 
tries, the Chairman of the Indian Chamber of Commerce, 


Mr. N. T. Assomull, said at the 3rd annual general meeting 


of the Chamber, that almost every country in the world has 
brought into its boundaries some sort of trade barrier to 
protect and promote home industry and trade, so much so, 
there is a belief in the minds of the rulers that to maintain 
a favourable trade balance in the national life of the people, 
more goods should be exported and less imported. Thus 
more and more production is the thing on which all countries 
are harping at. A place like Hongkong depending entirely 
on trade and industry must have to work hard and the times 
ahead may still be harder. The barter system and bilatera- 
lism in international trade are an unhealthy tendency. As 
in the case of the U.K., Hongkong opposes ilateralism, barter 
deals and quantitative restrictions and in the interest of 
world trade, all remnants of trade barriers should be abolish- 
ed. 


ELECTION SPEECHES 
Mr. P. C. Woo and Mr. Brook Bernacchi, two Reform 


Club candidates for the unofficial seats on Urban Council, 


made election speeches over Radio and Rediffusion last week. 
The foilowing is an extract from Mr. Woo’s broadcast :— 


We claim a very large measure of the credit for the 
reorganization of the whole resettlement scheme whereby 
both the squatters clearance and resettlement are now under 
the Urban Council. The Government has now accepted the 
responsibility of building and turning over to the Urban 
Council these multi-storey structures. To those of you that 
may say why should we spend money on resettling the 
squatters, I should like to mention that not only have a 
large number of squatters now resided in Hongkong for a 
considerable time, but by clearing large ugly groups of 
wooden shacks, we are freeing these lands, for the Urban 
Council as Housing Authority to construct its blocks of low- 
cost flats which will be available at rentals from $60 to $120 
per month. It is the need for more land that presents a 
limiting factor on the number of flats that we are able to 
build each year. During my term of office we have had 
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the pleasant task of arranging for the conversion of Cause- 
way Bay Reclamation into Hongkong’s biggest park. I am 
confident that you will find our final layout of Victoria Park 
which will shortly be opened, one that caters for everybody’s 
need. In addition to playing fields, grass-covered areas, 
plenty of vacant spaces to walk about, and a children’s play- 
ground, we have provided for such special features as a 
large swimming pool, roller skating rink, and an open air 
auditorium where we hope that bands will be able to play. 
during evenings and holidays. It is also my privilege to 
serve on a Committee that has been appointed as a result 
of a motion that I proposed to centralize the issuance of 
licences under the Urban Council. At present a number of 
miscellaneous licences are issued by various Government 
Departments, each with its own policy and I without much 
co-ordination. I intend if you honour me again with your 
votes to complete this work in the coming months. 


Mr. Bernacchi said in part:— 


The first matter on which I would like to report is 
Housing. I do not need to remind you of the terrific struggle 
we had to obtain both consent and funds from Government 
to enable the Urban Council to build houses. Shortly after 
last year’s elections it was finally announced that the Urban 
Council together with two other members had been created 
a Housing Authority. A first sum of $50 million was made 
available. Our present plans envisage the expenditure of 
over a hundred million dollars. We already have three large 
sites, two on the island of Hongkong and one in Kowloon. 


- We are to build on these sites proper-sized, decent and com- 


fortable flats, at rentals between $60 and $120 per month, 
together with all necessary conveniences as schools, clinics, 
shopping centres, playgrounds, and a community hall and 
welfare centre. I do not want to give you the impression 
that all this can be done in a few weeks. The deplorable 
shortage of accommodation which exists as a result of the 
delay of years in getting consent to go ahead with a post-war 
housing plan cannot be remedied overnight, but we are now 
organised. We are now working on a plan whereby it may 
be possible to sell these flats on an easy payment instal- 
ment basis. As regards persons in the even lower income 
group, we are building with great rapidity multi-storey 
blocks of single rooms at a rental of $14 per month. 


I regret that we have met with direct and complete 


blocking from the Government of our policy to introduce: 


council schools. We‘have, however, succeeded in establish- 
ing a policy that in all housing developments adequate school- 
ing accommodation is to be built. We have had considerable 
success in our policy of ensuring that officials deal with 
you in a proper and courteous manner. We have had a 
special Select Committee on suggestions and complaints es- 
tablished, which is only too willing to receive and investigate 
any reasonable complaint that you address to the Council. 
We are working on schemes to improve the retail outlets 
for essential foodstuffs and to reduce the cost of living. 
So much has been done, but there is still so much to do. 


RICE SITUATION | 


_ The Civic Association sent the following message on 
rice trade to Government: “Despite continued criticism 
from the Rice Retailers Association, from ourselves, from 
the Reform Club and from many members of the public, 


and in the absence of any evidence of support from the | 


public you have adhered to a system of rice trading which 
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is manifestly unsound. We urge you to make immediate 
changes in your policy so as to render the rice trade com- 
petitive, and thus reduce prices to more reasonable levels.” 
The Civic Association started its campaign against high rice 
prices four months ago. It challenged the wisdom of Govern- 
ment’s handing back the rice trade to a-small group of 
importers on a fixed quota basis. The Association explain- 
ed, “At no time have we attacked the approved importers. 
As business concerns, their first duty to their shareholders 
is to make good profits. Our attack has been launched at 
a system decided by the Government (for totally inadequate 
reasons) which has handed the rice trade to 2 small group 
on a fixed quota basis.” Under the system brought into 
force on January 1, quotas were fixed by the Department 
of Commerce and Industry. Competition in the trade was 
thereby totally eliminated. Government adopted this system 
for two main reasons: (1) it had stocks of rice in hand 
which it wished to sell at good prices and (2) it wanted 
the approved merchants to maintain at their cost and ex- 
pense an emergency stockpile in ratio to their quotas. 


The Association further reported, “There has been no 
answer from the Government to our statement that the 
present rice-trading system is an economic _ absurdity. 
Government has refused to re-consider the adoption of the 
Singapore plan on the ground that it would put Govern- 
ment back into the rice trade. So it would—but only to 
the extent necessary to maintain the stockpile, and in return 
we would have a system which encouraged the trader who 
could sell his rice cheapest to import any quality he wished. 
Government has challenged our statistics on comparative 
prices and has pointed out the number of different grades 
of rice and different crop values within each grade. Admit- 
tedly, these differences make exact comparisons difficult, 
and we have approached this matter with great caution. 


‘Some grades of Bangkok rice are sold in Singapore, Macao 
‘and Hongkong and it is upon these that we have concen- 


trated in compiling our statistics. Government denied that 
there was any substantial difference between Singapore 
prices and Hongkong prices. We have checked prices on 
Feb. 23, 1955 and obtained some interesting results: Siam- 
ese Whole Rice “B” 10 per cent, Hongkong, HK$63.80; 
Singapore, HK$48; Best quality of Siamese Broken Rice A 1 
Super, Hongkong, $46; Singapore, HK$35. Even if we 
allow for some slight difference between grades, as between 
Hongkong and Singapore, there is a difference of some 
HK$10 a picul. And this amount has been quoted repeatedly 
by the three Rice retailers associations in the Chinese Press. 
It is our contention that prices in Hongkong are still sub- 
stantially higher than equivalent grades in Singapore and 
Macao. This difference cannot be explained away by re- 
ference to freight rates which constitute a very small item.” 


FROZEN MEAT PRICE 


According to investigation made by the Civic Associa- 
tion, there are three reasons for the recent rise in the price 
of frozen meat: (1) The cost of maintaining the emer- 


- gency meat reserve has been transferred from the Exchequer 


to the consumer. The capital which the private importers 
use in their business has to show a commercial return, and 
if a large part of this capital is tied up in the emergency 
reserve, then meat has to be sold at a higher price in order 
to maintain normal margins of profit. (2) Government 


enjoyed reduced storage rates for storage of meat in large 


quantities. Private importers obviously cannot avail them- 
selves of these preferential rates. (3) There are insuffi- 
cient retail outlets to make the retail trade sufficiently com- 
petitive. Until March’1, retail prices of frozen meat were 
controlled. é 


The Association states:—“It is difficult to understand 


why Government links up the.relaxed meat restrictions in 
the United Kingdom of July, 1954, with. the cause of the 
present increases in Hongkong. According to the informa- 
tion we have obtained from the trade, Mr. R. A. Butler (Chan- 
cellor of the Exchequer) decided not to renew a number of 
bulk-buying contracts with Australia at about this period as 
a result of which the export price of frozen meat to Hong- 
kong actually fell, and has remained lower ever since... . 


Ald 


It would be a retrograde step for Government to re-impose 
controls upon frozen meat prices. je believe that frozen 
meat prices will return to more normal levels when there 
is adequate competition in the retail trade. ... We have 
received information to the effect that wholesale prices of 
some grades of frozen meat have not increased since the 
change-over, and it would seem that the retail trade must 
take the chief share of the blame for the increases which 
have occurred. Provided prices from producer countries 


remain stable, the effect of increased competition. amongst — 


retailers will bring about a downward trend in prices.” 


EDUCATION 


The Government has established a special Selection 
Board to select candidates for entry into Primary I iu 
Government schools. There will be no entrance examination. 
In making the selection the Board will take into considera- 
tion:—(a) place and date of birth of applicant; (b) length 
of residence of parents in the Colony; (c) parents’ war 
service, if any; (d) whether the applicant is an orphan; and 
(e) cases of special hardship. Only children who are more 
than six years of age and less than eight years on September 
1, 1955, can be admitted. The Director of Education, in a 
talk said that future education scheme would involve four 
important considerations: additional facilities to train all 
the teachers that the school expansion programme would re- 
quire, the maximum number of schools to be built each 
year, a sufficient number of school sites and that the pro- 
gramme must be carried out with no serious dilution of 
teaching standards. The education pattern which has now 
been built up was summed up as follows: “A more liberal 
vernacular primary system composed of Government sub- 
sidised and private schools that give a six-year basic educa- 
tion. For many children formal education ends at that 
stage. About one child in four will get secondary educa- 
tion in Government, aided or private Anglo-Chinese or Chin- 
ese schools. Most of them are of the grammar school type, 
but we are trying to provide as an alternative secondary 
modern or secondary technical schools which would be more 
suited for children with aptitudes of a more practical kind. 
Beyond that is the Evening School for Higher Chinese studies, 
the Technical College for commercial and industrial train- 
ing, adult evening classes, the Teacher-training colleges and 
at the apex of the triangle, the University. Our greatest 
immediate problem lies in primary education. Since 1947 


we have increased the number of places in primary schools 


from 88,000 to 180,000. But within the next seven years © 
we must try to increase this number to over 360,000 if we 
are to reach the goal of universal education. This will mean 
an annual increase of nearly 26,000 places. 


VICTORIA. PARK 


The Victoria Park on the 56 acres of reclaimed land at 
Causeway Bay will soon be opened to the public. There will 
be four playing areas, three of which are football pitches 
laid out in asphalt. There will also be two children’s play- 
grounds and a paddling pool, an Olympic-size swimming pool 
and changing rooms, tennis courts and a roller skating rink. 
The main park area will have lawns, tree-lined walks and a 
bandstand. A feature of this section of the park will be an 
artificial, ornamental hill about 20 feet in height. With the 
é€xception of the buildings, tennis courts, roller skating rink, 
swimming and paddling pools the playing areas will soon be 
ready for use. Turfing of the parkland is in progress and > 
the main pedestrian footpaths are completed. The park has 
four entrances, the main one from Causeway Road, one 
from Sugar Street and the other two from Hing Fat Street. 
The whole area is being enclosed with chain link fencing. 
Queen Victoria’s statue, which in pre-war days stood in 


Statue Square will be re-erected in the centre of a small : 


Square facing the main entrance.. A car parking area for 
some ‘70 cars will be laid out between Causeway Road op- 
posite the traffic island and the 100 feet wide canal with 
egress from Sugar Street. 
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SPINNING INDUSTRY 


14 leading spinning mills with a total number of about 
250,000 spindles are employing more than 9,000 workers and 
producing over 8 million pounds (based on 20’s) of yarn 


Mill 


East Sun Textile Co., Ltd. 
Hongkong Spinners, Ltd. 
Kowloon Textile Industries, Ltd. 
Lea Tai Textile Co., Ltd. me 
Nanyang Cotton Mill, Ltd. 

New China Textiles, Ltd. 
Overseas Textiles, Ltd. 
Pao Hsing Cotton Mill, Ltd. 
South China Textile, Ltd. 


South Sea Textile Manufacturing Ltd. 


South Textiles Ltd 

Star Textile, Ltd. 

The Textile Corporation of Hongkong, 
Wyler Textiles, Ltd. 


Total 


HONGKONG AND CHINA GAS CO., LTD. 


‘Ltd. announced that 
London had approved the transfer of residence of the Com- 
pany from the UK to HK. The effect of this permission 
was to transfer the control of the Company to HK and re- 


‘Hongkong and China Gas Co., 


lieve the undertaking of double taxation. 


Chairman of the Company stated that a new Board of Direc- 
tors would be appointed here; a £250,000 plant for manu- 


FIN 


HONGKONG EXCHANGE 
MARKETS 


Report for the week 21 to 26 March 


US$ 
he Notes Notes 
March High Low High Low 
21 $5845, 583i, 583 5821¢ 
22 58414 58334 582% 
23 58324 582%, 5821, 58114 
24 582, 581% 58014 
25 582° 582 58114 580 
26 583 58214, 580% 58014, 
D.D. rates: High 583 Low 581. 
Trading totals: T.T. US$1,690,000, 
Notes cash US$336,000, forward 
US$1,890,000, D.D. US$270,000. The 


market continued to be easy on higher 
cross rates in New York and more offers 
from Japan and Korea. Since we were 
working lower than the New York mar- 
ket, triangular exchange operators be- 
gan to buy for arbitrage. Further 
drops may be checked this week. We 
have to watch the movement of the 
New York rate. In T.T. sector, funds 
from Japan and Korea were offered 
eagerly with only small support by gold 
importers. In the Notes market, specu- 
lators were selling because of heavy 
change over interest, which totalled 
$5.59 per US$1,000 in favour of sellers. 
Shippers did not go into the market 
yet, for separation between T.T. rates 
was only around two points. Position 
in forward were at daily average of 


FAR EASTERN. 


Economic Review 


every month. Demand for yarns from Indonesia, Indochina, 
Thailand, Korea and others showed considerable improvement 


recently. According to the local Cotton Spinners Associa- 
tion, 18,192 additional spindles will go into production soon. 
The following statistics were given by the Association: 


Production per 


No. of No. of | No. of month in Ibs. 
Spindles Spindles Workers based on 20s. 
Installed in operation . Employed counts 
12,528 12,528 387 400,000 lbs. 
40,240 40,240 1,714 1,309,000 __,, 
24,000 24,000 $00 840,000 ,, 
10,920 10,920 480 440,000 ,, 
26,200 26,200 750 880,000 ,, 
10,800 10,800 ; 457 415,380 ,, 
10,000 6,000 220 192,000 ,, 
10,820 10,820 424 360,000 ,, 
20,000 20,000 750 650,000 ,, 
29,780 29,780 1,053 1,050,000 ,, 
10,080 10,080 245 330,000 __,, 
9,000 9,000 360 300,000 ,, 
13,528 13,528 530 410,000 _ ,, 
28,646 24,470 1,365 $56,544 ,, 
256,542 248,366 9,635 8,432,924 Ibs. 


Mr. G. E. Marden, 


US$4 million. In D.D. sector, business 
increased somewhat on more oversea 
Chinese remittances. 


Yen and Piastre: No _ business re- 
corded in forward and in cash, Yen 
notes quoted $1,375-1,350 per 100,000, 
Piastre 970-920 per 10,000. Change 
over interest: $2.90 per Yen 100,000 in 
favour of sellers and 2.40 per Piastre 
10,000 in favour of buyers. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.985-1.95, Japan 
0.013475-0.013. Highest and lowest 
per HK$ in foreign currency: Malaya 
0.532, Indochina 10.80-10.30, Thailand 
3.55. Sales: Pesos 370, 000, Yen 95 
million, Malayan $205,000, Piastre 5 
million, and Baht 33 million. Good 
demand for Peso was noted as trian- 
gular exchange operators were buying 
US$ there for arbitrage. Increased 
offers for Yen were due to more pro- 
ceeds from smugglers, thus rates de- 
clined. Little business in Piastre was 
the result of unsettled «political situa- 
tion at Saigon. 


Chinese Exchange: 
that Chinese official rates may be 
changed soon. Chinese People’s Bank 
new notes quoted at $1.15-1.00 per one 
yuan. Taiwan Bank notes quoted 
$176.50-162.00 per thousand, remit- 
tances 168-165. The market was very 
quiet. 


Rumour spread 


facturing coal and oil gas would be erected; the Company’s 
shares would be issued on the local Stock Exchange. 
84% of the Company’s shares are owned by a syndicate of 
which Wheelock Marden & Co. Ltd. are the managers. 
Equipment for the new factory and storage plant in Kow- 
loon is on its way here. 
will be extended include Kennedy Town and Shaukiwan. 
Supply areas in Kowloon will be extended. 


About 


The areas to which supplies of gas 


ANCE & COMMERCE 


Chinese Currency. As an example 
how the public is being deceived by 


communist propaganda. the following 


extract from the Bulletin of the Com- 
mittee for the Promotion of Interna- 
tional Trade (published in Vienna by 
a communist organisation and edited 
by Robert Chambeiron) is reprinted: 


From list March, 1955 the Yuan of the Chinese 
People’s Republic was revalued at 1 Yuan for 
10,000. This measure has been made _ possible 
by the great economic progress realised since 
1949 and by one of the strongest interna] and 
external budgets in the world. Chinese money 


will now rank among the stable and strong 
currencies, 


The Chinese People’s Bank yuan was 
not revalued but only, as the official 
announcement of Peking mentioned, for 
accounting reasons four zeros were 
struck off. Before that measure was 
put into force one Hongkong dollar 
officially was quoted in Peking at 4270 
yuan; after Ist the official rate 
has been HK$ 1 = .427 yuan. The 
conclusions drawn by the above-men- 
tioned Bulletin are either based on 
ignorance or intended to deceive the 
readers. 


As from March 1, 1955, the official 
parities in Peking are as follows (i.e. 
the same parities as before March 1, 
after four zeros had been deleted): 
6859 yuan per £, 2343 per US$, .582 
per Swiss fr., .516 per Indian rupee, 
.427 per HK$. The free exchange mar- 
kets quote HK$ and Peking’s yuan at 
about.par; that is to say that on the 
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March 31, 1955 


free market the HK$ quotes about 
130% higher than in Peking. This 
news item could, perhaps, be included, 
next time, into the monthly issue of 
the Bulletin. : 


Bank Notes: Highest and lowest 
rates per foreign currency unit in HK$: 
England 15.63-15.61, Australia 12.20, 
New Zealand 13.54-13.45, Egypt 14.30, 
South Africa 15.48-15.46, India 1.195- 
1.1875, Pakistan 1.025-1.02, Ceylon 


1.01, Burma 0.78, Malaya 1.842-1.837, 


Canada _ 5.87-5.86, Philippines 1.9925- 
1.99, Macao 1.015-1.01, Switzerland 
1.35, France 0.015375-0.0153, Indo- 
nesia 0.15-0.145, Thailand 0.275-0.274. 


Silver Market: The market con- 
tinued steady on better enquiry by ex- 
porters who acted on better prices in 
New York and London which was caused 
by lower world production last year. 
As local stock was small, little business 
was traded; totals and prices were for 
Bar 3,000 taels at $5.67-5.65 per tael, 
for $ coins 4,000 coins at 3.68-3.65 per 
coin, and for 20c coins 4,000 coins at 
2.838-2.82 per 5 coins. 


Gold Market 


March High .945 Low .945 Macao .99 
21 $252% 25216 263%, High 
22 2524 252% 

ae 252% 252 
24 252% 251° 
25 25214 251% 

26 251% Low 26244 


The opening and closing prices were 
$2528 and 252%, and the highest and 
lowest 252% and 2513. The market 
was very quiet and slightly on the easy 
side in sympathy with drops of US$. 
Increase of world production did not 
reflect on local market. Heavier ar- 
rival in Macao had little effect as better 


demand for export and bear covering 


gave some support. Future trend of 
the market is expected to be quiet but 
as local stock will increase by more 
imports from Macao, an easier ten- 
dency may develop. Interest favoured 
sellers and amounted to $2.49 per 10 
taels of .945 fine. Tradings totalled 
58,020 taels or a daily average of 9,670 
taels, while positions were 47,500 taels 


per average day. Cash sales amounted 


to 24,380 taels; 3,880 taels listed and 
21,000 taels arranged. Hedgers, tak- 
ing advantage of the heavy interest, 
operated freely to invest their idle 
funds, and this led to increased cash 
dealings. Imports were all from Macao 
and totalled 18,000 taels. Two ship- 
ments arrived in Macao via the Colony 
in the week and amounted to 73,600 
fine ounces. Exports figured at 11,000 
taels; 7,000 taels to Singapore, 2,500 
to Bangkok, 1,000 to India, 500 to 
Korea. Differences paid for local and 
Macao .99 fine were $13.30-13.00 and 
12.00 respectively per tael of .945 fine. 
Cross rates worked in the Exchange 
were US$37.79-37.77. Only 3,200 fine 
ounces were contracted at 37.78 C.LF. 
Macao. Demand by local goldsmiths 
for ornamental purposes was_ small, 
due to poor purchasing power of 
general public. 


~Marden and Utility shares. 


HONGKONG SHARE) 
MARKET 


Trading in the market during first 
half of last week was active with prices 
advancing. By the end of the week 
profit-taking caused drops. Wheelocks 
and Allied made good gains and fre- 
mained firm. The market was also ex- 
pecting the announcement of a good 
dividend by Allied Investors for their 
first year of operations and this stimu- 
lated demand. 


Monday: The market was quite active 
and registered a fair turnover. In- 
terest centred chiefly in Allied In- 
vestors, Cement, H.K. Land and Utility 
shares. Banks’ and _ Insurance were 
enquired for and a fair business re- 
ported in the former. A feature of the 
day’s trading was the large turnover 
in Allied Investors. At the close, the 
market appeared to be very steady. In 
the rubber section, the market was very 
quiet. The turnover amounted to ap- 
proximately $1,060,000. Tuesday: The 
market was active and the turnover 
good. With the announcement that 


the control of the H.K. & China Gas 
Co., Ltd. will be transfered from UK. 


to Hongkong, the price of Allied In- 
vestors further advanced followed by 
Wheelocks. Hotels and Utilities also 
registered price increases. Banks 
changed hands at $1,560. At the close, 
the market appeared to be very steady 
with buyers in evidence. In the rubber 
section, the market was neglected. The 
turnover amounted to approximately 
$1,760,000. Wednesday: The market 
was quite active during the half day’s 
trading resulting in a fairly large 
turnover. There 
mand for Allied Investors, Wheelock 
Banks and 
Insurances were enquired for and a 
fair business was reported. A feature 
of the day’s trading was again the large 
turnover in Allied Investors. At the 
close, the market appeared to be very 


steady. In the rubber section,’ the 
market was quiet. The half day’s 
turnover amounted to approximately 


$1,150,000. Thursday: The market was 
quite active with a fair turnover and 
interest was well distributed. Banks 
and Insurances were enquired for and 
the former changed hands at $1,550. 
At the close, the market appeared to 
be slightly easier, possibly due to profit- 
taking. In the rubber section, the 
market was quiet. The turnover 
amounted to approximately $862,000. 
Friday: The market at the end of the 
week’s trading was very quiet and the 
turnover poor. Lands and H.K. Trams 
were enquired for and a fair number 
of shares changed hands. Allied In- 
vestors were in demand at prices be- 
low Thursday’s close. Banks. were 
neglected and a very small parcel 
changed hands at $1,550. At the close, 
the market appeared to ease off slightly. 
In the rubber section, a more than 
average amount of Amalgamated Rub- 
bers changed hands. The turnover 
amounted to $629,000. 


was continued de- 
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HONGKONG AND FAR 
EASTERN TRADE REPORTS 


LAST WEEK’S TRADE 
DEVELOPMENTS 


Trading in the local commodity 
market failed to increase in volume 
from the slow tempo of the previous 
week. Demand from Korea was limit- 
ed to few selective items; Taiwan was 
keen in industrial chemicals but sent 
more enquiries than orders; Japan and 
China shipped more exports here but 
bought very little in return; Indonesia 
and Thailand procured more local 
manufactures but these orders were too 
small to offset the drop in exports to 
other destinations. Transactions in 
metals and paper were further limited 
by increased costs, low stocks and re- 
plenishment difficulties. Pharmaceuti- 
cals and industrial chemicals were 
generally steady on the strength of 
numerous enquiries overseas 
while cotton yarn and piece goods en- 
joyed good demand from _ Indonesia, 
Thailand and other sources. , 


The local Chinese General Chamber 
of Commerce decided to appeal _ to 
Government for the relaxation of trade 
controls in order to improve the busi- 
ness condition. Government announced 
that applications for Essential Supplies 
Certificates for reasonable quantities of 
galvanized iron sheets, mild steel angle 
and round bars may now be submitted 
for sales to dealers. Government also 
announced that export licences on ship- 
ments consigned eventually to the 
Transferable Account Area with pay- 


4 


ments made through UK are no longer 


required to be filed with the Bank of 
England as from April 1, 1955. The 
relaxation, however, does not apply to 
exports to Turkey, Canada _ or the 
American Account Area even though 
payments are made in UK. 


CHINA TRADE: The second British 
trade delegation to China left here 
for Peking led by Mr. S. A. Lane, com- 
posed of independent British business- 
men (of UK and HK), proceeding to 
Peking under the auspices of the Sino- 
British Trade Committee. A 6-member 
advance party of the Chinese _ trade 
mission to Japan left HK for Tokyo, 
sponsored by Japanese International 
Trade Promotion Corporation, to stay 
in Japan for three weeks. An official 
Burmese purchase mission to Peking 
arrived from Canton after a 2-month 
stay in China. Poland and China 
signed in Peking an agreement on ex- 
change of goods and payments for 
1955. China will supply mineral ores, 
animal products, foodstuffs and tea; 
Poland will export capital equipment, 
metal products, machinery, vehicles and 
industrial chemicals. China opened a 
trade agency in Kalimpong, West 
Bengal. Two more agencies will be 
set up at. Calcutta and Delhi. India 
has three agencies in Tibet—at Yatung, 
Gartok and Gyangtze. China’s  pur- 
chases here remained insignificant 
while her exports of light industrial 
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products increased. Chinese’ towel, 


window glass, iron wire nails and news- 


print enjoyed good local demand and 
attracted orders from Southeast Asia. 
In view of short supply of European 
paper in HK, China also offered Finnish 
paper to local traders. 


TAIWAN TRADE: Taipei announced 
a new set of regulations governing the 
application for import foreign exchange. 
Limitation is now more strict and pro- 
cedure more complicated. Large num- 
ber of enquiries for industrial chemicals 
reached HK but most transactions were 
still under negotiation by the end of 
the week. 


JAPAN TRADE: Over 4,000 tons of 
Japanese .manufactures arrived last 
week including granulated sugar, staple 
fibre yarn and piecegoods, cotton yarn, 
cement, black plate, mild steel round 
bars, sewing machines, marine products, 
dyestuffs, porcelainware sundries. 
Indent bookings were discouraged by in- 
creased quotations and remote _ ship- 
ment dates. 


KOREA TRADE: The average rate 
bid at the 3rd auction of US$ from US 
military funds was 473 Hwan to US$1. 
$2.13 .million were auctioned. The 
US$1 million allotted from FOA funds 
for 1955 imports of pharmaceuticals 
and medical equipment will be 


supplied to importers through auction 
sales. 


THAILAND TRADE: Thailand 
bought more cotton piecegoods, phar- 
maceuticals, metals and canned food 
after the recent large exports of rice. 


BURMA TRADE: Rangoon an- 
nounced that following items could be 
imported under open general licences: 
sewing threads; industrial chemicals; medical 
equipment and pharmaceuticals, excluding sac- 
charine; medicinal herbs; dyestuffs ; newsprint ; 
printing ink; iron nails and screws; sewing 
needles; sewing machines and spare parts; agri- 
cultural equipment; machinery and parts; pumps 
and accessories; welding unit; steam boiler and 
accessories; scientific instruments; stationery 
not including fountain pens; motor vehicles, 
bicycles and parts, excluding rubber tyres and 
tubes ; building equipment and instruments; plant 
and vegetable seeds, excluding oilseeds; forms 
and account books; calendar and diary; coal & 
coke; crude mineral oil, excluding parrafin oil; 
kerosene and aicohol; lubricants; motor spirit; 
old newspaper; tortoise-shell; ivory; petroleum ; 
plastic raw materials; diamonds for industrial 
use; and groundnut oil. This relaxation applies 
only to imports from sterling and soft currency 
area. 

INDONESIA TRADE: Demand from 
Djakarta for local manufactures (elec- 
tric flash light batteries, felt hats, cot- 
ton yarn) remained steady. The scope 
of business of Indonesian importers 
will be further limited in the future. 
Each importer may apply for the im- 
port of eight items only. Djakarta 
announced that as the import foreign 
exchange for this year amounted to only 
6,000 million rupiahs, it would be in- 
sufficient without an appropriate method 
of allocation. Pending improvement of 
its foreign exchange position, Indonesia 
would probably continue to purchase 
essential goods from abroad by tender. 
.Last week, 12 importers in Djakarta 


were awarded foreign exchange alloca- 
tions under this scheme for the import 
of galvanized iron wire’ and black 
plate. 


SOUTH AFRICA: To meet the keen 
competition from HK, Capetown will 
introduce a new bill to raise’ the 
suspended duty on cotton textiles from 
20% minimum and intermediate, and 
25% maximum to 30% and 35% respec- 
tively. The suspended duties on the 
previous level were introduced to meet 
competition from Japan. Intermediate 
rates are applicable to HK as a country 
within the Commonwealth while the 
maximum rates are applicable to 
Japan. The bill also imposes a 15% 
customs duty on coated piece- goods 
(such as imitation leather, bookbinding 
cloth and old cloth, and oil baize) plus 
a suspended customs duty of 5% 
minimum and intermediate, and 10% 
maximum. Hitherto these items have 
been free of customs duty. 


LAST WEEK’S COMMODITY 
| MARKETS 


CHINA PRODUCE: Dried ginger and 
garlic enjoyed strong demand from 
Thailand, Indochina, Burma and regis- 
tered substantial gains. Groundnut oil 
improved on _ speculative buying. 
iraders considered that the price of 
groundnut oil in the local market had 
reached the bottom as a result of 
India’s cut in export duty on this item 
and the competition of Chinese pro- 
ducts. On account of replenishment 
difficulties and steady emand from 
India, menthol crystal improved con- 
siderably. Supply of raw silk from 
China tightened following recent direct 
export to East Europe. Kwangtung 
products registered firm prices’ on 
orders from Japan, France and India. 
Demand from overseas included: Aus- 
tralia—woodoil; Europe—groundnut 
kernel, cassia lignea, aniseed star, bitter 
almond, bamboo stick and dried ginger; 
Japan—citronella oil, groundnut kernel, 
cassia lignea, sesame, maize, _ rosin, 
ramie, realgar, red beans and_ soya 
beans; Thailand—tea; Indonesia—spun 
silk; India—galangal and_ realgar; 
Singapore—red beans and soya beans. 


METALS: Local demand for struc- 
tural steels and factory items kept the 
market active. Indonesia and Thailand 
-urchased structural steel, baling hoops, 
iron wire nails and wires, but these 
erders were small when compared with 
the local consumption. Government's 
relaxation of import control on gal- 
vanized iron sheets, mild steel round 
and angle bars, prevented these items 
from further gains. by the end of the 
week. Increased indent cost stimu- 
lated zine sheet, aluminium sheet, gal- 
vanized iron wire shorts and iron wire 
nails. With the exception of factory 
items, indent bookings of other popular 
items were slower on account of in- 
creased costs. Stock shortage in some 
cases limited the volume of business. 


PAPER: Export demand was limiied 
to few items only. Korea was interest- 
ed in newsprint in reels and woodfree 


- crystal. 
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printing but stock shortage curtailed 
transactions. These two items scored 
considerable gains not only because of 


' the strong export demand but also on 


account of the increased indent prices 
from Europe and Japan. Quotations 
from Japan for duplex board and M.G. 
ribbed kraft also advanced. Following 
items enjoyed steady local demand at 
firm prices: newsprint in reams, art 
printing, bond, aluminium foil, M.G. 
ribbed kraft, cellophane, M.G. cap, dup- 
lex board, and straw board. 


_ INDUSTRIAL CHEMICALS: Trad- 
ing was slow but prices were generally 
steady on the strength of overseas en- 
quiries. Indent advance improved in- 
dustrial tallow and gum damar while 
stock shortage stimulated caustic soda, 
montan wax, red phosphorus and litho- 
pone. Taiwan was interested in forma- 
lin, lead acetate, gum arabic, sodium 
perborate, ammonium chloride, linseed 
oil, zinc oxide, gum damar, and car- 
bolic acid; Korea in industrial tallow 
and rosin; and Indonesia in caustic 
soda. Despite the shortage of many 
items, indent bookings were lighi due 
to the fact that market prices failed 
to catch up with indent, costs. 


PHARMACEUTICALS: Most of the 
enquiries from overseas failed to ma- 
terialize. Trading was therefore small 
in volume and limited to few popular 
items. Prices in general were steady 
while sulphaguanidine powder,  sac- 
charine crystal, saridon tablets and 
neosalvason ampoule registered gains 
on the strength of stock shortage. 
Korea was interested in sulphaguani- 
dine powder and glucose: China in PAS. 
iodine resublimed and chloram phenicol 
powder; Taiwan in PAS and quinine 
hydrochloride; Singapore aspirin 
powder, and Thailand in_ saccharine 


COTTON YARN AND PIECE 
GOODS: Although trading on the cot- 
ton yarn market was rather limited, 
direct shipments by local mills to Indo- 
nesia, Thailand and Burma improved 
considerably. Hongkong 20’s featured 


better business while Japanese yarns 


were less attractive. Cotton piece goods 


attracted steady demand from Singa- 


pore and Indonesia and more than 
10,000 pieces of Japanese grey sheet- 


ings were transacted at increased 
prices. 


CEMENT: More than 2,000 bags uf 


Japanese cement arrived during the 
week. Prices remained firm on account 
of strong local demand. 


RICE, WHEAT FLOUR AND 
SUGAR: Heavy arrivals from Thailand, 
Burma and China kept rice prices at 
low level. Rice prices here continue 
to be higher than in Singapore. High 
rice prices have caused much_ un- 
favourable comment by local press and 
public. Government is severely cri- 
ticised for its rice policy. Cost of liv- 
ing is kept artificially up by high rice 
price. Local Civie Association (state- 
ment of which will be found elsewhere 
in this issue) for its stand on rice 
policy deserves thanks of public. In- 
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creased cost of imported wheat flour 
kept prices steady despite weak demand 
and heavy stock in the local market. 
Only about 3,000 bags were transacted 
during the, week. Japan announced 
that subsidies on export of sugar would 
be abolished as from April 1, 1955. 
In the local market, prices of sugar 
declined due to new arrivals from Japan 
and Taiwan. Low prices, however, at- 
tracted speculative buying by the end 
of the week. 


¥ | 
SINGAPORE SHARE 
MARKET 


A happier tone was apparent and 
the volume of trading increased. In- 
dustrials, in providing the bulk of the 
business, moved irregularly. In the 15 
active stocks there were 6 rises, 4 falls 
and 5 unchanged over the week. Busi- 
ness in Tins was disappointing on a 
steady Metal market but transactions in 
Rubbers were numerous. Local Loans 
held steady. In the Industrials section 
Consolidated Tin Smelters came to’ busi- 
ness at 30/6, Fraser and Neave went 
to $1.974 buyers on the eve of their 
interim declaration. Gammon had a 
reversal of form rising to $3.20. Hong- 
kong Bank London Register on heavy 
London offerings were lower, at £863 
ex rights where buyers came in strong- 
ly, if we compare this rate with the 
last ‘cum rights’ transaction. William 
Jacks went a turn lower while Malayan 
Cement rose to $1.523 when sellers ap- 
peared. Robinson Ordinary had more 
buying interest on the unchanged in- 
terim announcement but there was 
little change in price. Straits Times 
were a shade better at $3.123. Straits 
Trading were a highlight in their spurt 
to $25.85 on Friday. Wearne Brothers 
remained the steadiest of stocks at 
$2.80—$2.824. Oriental Telephone, on 
the proposed 19/- per share return of 
Capital, were taken from London at 
105/- with stamps. JDollar Tins, 
Hong Fatt firmed on up-country buy- 
ing, Petaling rose further to $3.773, 
Sungei Way were wanted, and Rantau 


at $1.773 ex registered a net improve- 
ment, Rahman were a weak member 
receding to $0.92 at one stage. Talam 
brought $2.523 at outports. Austral 
Amalgamated came again into demand 
at 15/9, Kuala Kampar closed 31/9 
buyers after changing at 32/-, Larut 
ex div., brought 12/9. Sungei Bidor 
were drawn from Australia in several 
small transactions. Renong Tin Dredg- 
ing offerings were all absorbed at 12/3 
and closed 12/43 buyers. Raub Gold, 
long without transaction, made $1.25. 
Rubbers did not recede with the com- 
modity and business was done in a 
wide range of stocks. The increased 
interest probably drives from the more 


generous attitude towards shareholders | 


by some Directors, but still it is claim- 
ed by the odd member of the almost 
mute race of rubber shareholders that 
certain Boards could have  doubied 
recent distributions without straining 
finances. In Local Loans all issues had 
takers at quotations, save one, that 
was the F.M.S. 3% War Loan 1952/59, 


which appears unwanted for the nonce. 


Business done 12th—18th March 1955. 


Industrials:—Concolidated Tin Smelters Ord. 


30/6, Fraser & Neave Ord. $1.95 and $1.98, 
Federal Dispensary $3.30, Gammons $3.121%4 to 
$3.20, Hongkong Bank London £89, £86144, Wm. 
Jacks $3.40 to $3.37%, Malayan Breweries $4.00 
c.d., Malayan Cement $1.5214, Metal Box $1.45 
to $1.46, McAlisters $3.40, Robinson Ord $2.22% 
and $2.20 c.d., Sime Darby $2.15, Singapore Cold 
Storage $1.86 and $1.8714, Straits Times $3.12%4, 
Straits Traders $25.00 to $25.75, Straits Steam- 
ship $16.75, United Engineers Ord. $11.75 and 
$1160, Henry Waugh $1.70, Wearne Bros. $2.59 
and $2.8214. 


Tins:—-Hong Fatt $1.30 and $1.3214, Katu 


32/3, Klang River $1.50, Lingui $1.65, Petaling 
$3.75 to $3.80, Talam Mines $2.52\%, Taiping 
Consol. $1.80 and $1.8214, Lower Perak 13/61, 
Rawang Tins 11/6 to 11/3, Sungei Bidor 38/-, 
Raub Gold $1.25, Kamra 74d., Renong Tin 
12/3 and 12/4%, Selayang 1/-. 


Rubbers :-—Amal. Malay $1.35, Ayer Hitam 81% 
cents, Alor Gajah 70 cents, Bassett 45 cents 
and 451% cents c.d., Chota Rubber 1/-, Jimah 95 
cent:, Kempas $1.3714, Kuala Sidim $1.321,, 
Kundong $1.85, Mentakab 95 cents, New Seren- 


dah $1.30, Port Dickson Lukut 2/7%, Taiping - 


1/0°%4, Teluk Anson 85 cents. 


Overseas Investments British:——Alexander Dis- | 
count 55/3, Bass 136/-, British Colombia Power °* 


Common £9 12s. Od., British Motor Corporation 


419 


11/3%, Furness Withy 49/6, I.C.I. 42/414, Jeffreys 
Breweries 66/9, Mitchell & Butler 42/714, Na- 
tional Discount 53/3, Odeon 
Oriental Telephones 104/- to 102/6 and 105/-, 
Shelis 126/6, Threefalls 48/6, Turner & Newall 
104/-, Watney 69/144, Woolworth F.W. (Common 
US$10.00) £19.0.10d. 


Australian:—British Tobacco A37/-, Containers 
A25/6, Edments A7/11, Elder Smith A25/1014, 
I1.C.I. A.N.Z. Ord. A41/6, International Com- 
bustion Al12/1% and A12/3, Northern Hercules 
(7/- paid) A5/1%, Peko A8/9, Skipper Holdings 
Al15/3, Swan Brewery A9/10%4. 


New Zealand:—Tasman Pulp (5/- paid) NZ6/8. 


| NOTICE 


HONGKONG & WHAMPOA 
DOCK COMPANY, LIMITED 


Notice to Shareholders 


NOTICE IS HEREBY GIVEN 
that the ORDINARY YEARLY 
MEETING OF SHAREHOLDERS 
will be held in the Board Room of 
the Company, Room No. 308, 
Queen’s Building, Hong Kong, on 
Saturday, the 2nd April 1955, at 
Noon, for the following  pur- 
poses :— 


1. To receive and consider the 
Statement of Accounts and 
Balance Sheet and the Re- 
port of the Directors and 
Auditors thereon. 


2. To declare a dividend. 
3. To elect Directors. 

4. To appoint Auditors and 

fix their remuneration. 
NOTICE IS ALSO HEREBY 
GIVEN that the TRANSFER 
BOOKS of the COMPANY will 
be closed from the 19th March 
1955 to 2nd April 1955, both days 


inclusive. 
By Order of the Board of 
Directors. 
W. T. GRIMSDALE, 
Secretary. 


Hong Kong, 3rd March 1955. 


Theatres 21/3,. 


Published and edited by ERIC E. HALPERN for and on behalf of The Far Eastern Economic Review 
Ltd., at 322, Queen’s Building, Victoria, Hongkong.— Telephone: 32429. Cables: Ficom. 


The Far, Eastern Economie Review is published weekly and printed in Hongkong by the Graphic Press 


Ltd., 4, Queen’s Road, C., Tel. 36731. 


' Annual subscription rate: $80. Overseas $93 or £6.0.0 - or US$16.- 


Price per single copy: $1.60 
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FRUSTEES 


AND THE 


HONGKONG AND SHANGHAI BANK to LONDON - EUROPE -JAPAN 


4 Consult your Travel Agent, or Jardine, Matheson & Co., Ltd. 
HONGKONG (TRUSTEE) LIMITED Tel. 27794 (24 Hours Service) 
The Trust Corporation of | B.0.A.C. TAKES GOOD CARE OF YOU 


THE 


HONGKONG AND SHANGHAI BANKING CORPORATION: Y B-0-A- 


HONG KONG 


BRITISH OVERSEAS AIRWAYS CORPORATION 


WHEELOCK MARDEN & COMPANY, LIMITED 


701/7 Edinburgh House, P.O. Box 85, Hong Kong 
Cable address: WHEELOCK HONG KONG 


FINANCE 
SHIP 
SHIPBUILDING 
SA AGS 
REAL ESTATE 
MERCHANDISING 

3 INSURANCE 

| WAREHOUSING 


AVIATION 
MOTOR VEHICLES 


The Wheelock Marden Group have offices in New York, Tokyo, Yokohama, 
Kobe, Osaka, Shanghai, Singapore, London and principal cities. in the U.K. 


Ve 


} 
| 
- 
4 
| 
\ 
= Zz 
™ 
EEE 
| 
| 
= 
| 
| A: 
| A 
| 
| A 
A 
| 
i 
| 
B: 
| 
| B: 
| Bi 
| 
| 


March 3 


FAR EASTERN 


Volume XVII 


ECO 


NOMIC REVIEW 


July to December 1954 


INDEX 


Number Date Pine | 
July 1, 1954 i 82 
” 8, 33-—— 64 
3 ae | Canadian International Trade Fair 
Pacific Airways Incident 008 132 
9 19, 225—256 China, Abolition of Regional Administrations in 101 
» 26, ,, 257—288 Alien & Absentee 76 
10 Sept. 2 ” Army & Provincial Congress in .........-...-- 452 
289—320 "Consumer Cooperatives in 257 
» , Economic D 
14 30 385—416 evelopments in ... 15, 526, 594, 624 
417—448 & Political Reports from 22, 89, 185, 238 
18 513—544 China, Embroidery in (H. C. Faulder) | 
19 New 4 : 577-608 Financial Mismanagement in 99 
22 , Floods and River Control in 
” 16, ” 769—812 ” Party Disputes in 326 
China, Cooperatives in ........... 
A : » Rural Pooh Bah's Dire Dilemma in ...... 289 
ussia’s Attitude Towards (John Nolde) .. 
State Management in (C. L. V. Hooton) BST 
Population: Problem 
Trappings of Constitutional Statehood ...... 417 
| Chinese Budgets for 1953 and 1954 54 
Britain, Contemporary Economic Studies in (E. S 109 
| 8. Discipline in Bygone Days (Lo Ka-Cheung) .... 86 
141 Eastern Railway (D. J. Roads) .... 
ih vedibGesseun Convertibility and the Commonwealth (Lynceus) ...... 168 


FAR EASTERN 
| ECONOMIC REVIEW Marc 
Chink Trade and its 148 
Democracy by Dictation and Sabotage ............... 93 Hongkong,Communications Of 309 


575, 736, 812, 871 

E ~ Commraction, for 106 

Construction Progress .............. 233, 741 

’ on n onomic Role of t e t o ong 

East-West Trade Expansion, Failure of ...... 388 609 | 
East-West Trade, Prospects and Limitations of ...... 321 ; 

Economic Commission for Asia and the Far East "410 Hong 

548 » Embroidery Industry ................ 628, 802 
Economic Development, Changing Thoughts on (E. S. ' Exchange & Geld Markets .. 26, 59, 91, 123 
Economic Development in a Dollar Hothouse (E. 

Economic Development, General Criteria of (E. S. Kirby) 513 699, 730, 806, 837 ong 


771 Factories and Workers (March 1953) 
‘ & Far Eastern Trade Reports .... 543, 573, 605 
(Oct.) 636, 669, 700, 732 


Entrepot Trade, The Gains of (E. Szczepanik) 


(Nov.) 765, 809, 889, 869 
Far East, Coal & Iron Ore Resources of the 426 Hon: 
Development Factors in the (E. Szezepanik) 78 8 Hon: 
Fiood Control Proplems in the 488 680 Hon 
Industrial Relations in the (Frank King) . 577 828 
-Developed (E. 44 Industrial and Labour Conditions in ........ 565 
P VOMMECE 999 916 Hongkong Industrial Progress ............ 11, 298 
Forpidding Reminder of Stalimiem .....4..iccsuwsccsocs 673 Hongkong, Kadoorie Agricultural Aid Association of .. 439 
Formosa, 1950-53 Export Trade (L. K. Little) ........ TT. 678 
FYOSPECUS OL etal Industries Corp. Ltd. of .... 872 
Formosa’s Textile Industry (Pan Yang-Shan)' ........ 858 
New Territories of ..... 832. 
| 678, 710, 738 
Geneva Sheet (A. Dorest) 167 794, 828, 862 Ind 
Plastic Extrusion Rattanware ..........:.. 634 
| Police Commissioner’s Report .............. 157 
Hokkaido, Industrial Development of ................ 784 Port and Shipping ....... 251 
| | Hongkong Agriculture, Fisheries and Forestry 199, 280, 863 Hongkong Products, Exhibition of .............. 135, 738 
Hongkong Artificial Jewellery Industry 635. 801 Resettlement Projects ECE OSM 794 
ms Aviation (June-October) .. 120, 380, 632, 803 and’ Conte 829 
iap Hua Manufactory Company ........ 506 200 | 


384, 416, 479, 
| 


March 31, 1955 


Hongkong-Scandinavia Direct Air Service 
i Share Market 28, 59, 91, 123, 155, 188, 218 

| 253, 285, 315, 347, 382 

413, 446, 476, 510, 542 

575, 604, 639, 669, 703 

734, 764, 808, 837, 871 

Shipbuilding and Shipping .. 198, 308, 587, 794 

‘. Shipping (May to October) .... 56, 121, 379 


Hongkong, CONGIMONS In 305 


ia Statistical Reports 

(May to September) 

Hongkong, Tenement Houses of 

Tokyo Office of 
Hongkong Trade Reports 


56, 248, 377, 630, 805 


28, (June) 60, 92, 124, 156 
(July) 188, 221, 254, 
(Aug.) 317, 349, 383, 414 

447, 
(Sept.) 477, 511 


Hongkong Trade Supplement 

and United Nations ..... 560 
Hongkong’, United States Securities in ................ 730 
Hongkong Vegetable Marketing Organisation ........ 504 
Waterworks Developments 234 
Industrialisation and Entrepot 1 
New Reservoir at Tai Lam Chung ......... 67 
Postal Services and Telecommunications .. 334 
fa Theatres and the Motion Picture Industry . 497 

os Trade with Thailand and Indonesia (C. L. 
- Trading Partners in 1958 ........ Sup-13,- 57, 
Sep-29, 153 

Indonesia, Planning and Development in .............. 272 
i Imports and Balance of Payment .......... 509 
i Language, The Growth of the ............ 276 
Z National Bank, The (A. Karim) .......... 274 
Irresponsible and Dangerous Public Speeches .......... 451 
J 

in 119, 359, 746 
, - Current Economic Developments in ............ 244 


136,198 348,968. 


» Economic Reports from . 
| 722, 748, 821 


425 


Japan, Official Rates of Foreign Exchange in 
, Population Problem of (Ayanori Okazaki) 
, Progress of Public Housing in (E.S. Kirby) .... 35 


Japanese Aluminium Rolling Industry ................. 212 
World, The Changing (J.F. Steiner) ........ 81 

Japan’s Air Transport and Aviation Industry (Kazuo 
s Colour Motion Pictures (K. Shimazaki) ...... 786 

ss Constitution and Political Parties (Toshiyoshi 


‘i Economy, Retrenchment and (K. Hattori) .... 846 


a Technical Cooperation with S.E. Asia ........ 558 
2 Trade with East Asia (Saburo Okita) ........ 46 
- Trade with East and Southeast Asia (Saburo 


Trade with USSR 


Kadoorie Agricultural Aid Mite 439 


12°35, 141. 171, 513 
| | 548, 581, 776 
Korea. Foreign Exchange Control in 838 
Kowloon Bay. Reclamation for Factory Sites at ...... 298 
Kowloon, Growing Development in 330 
M 
Macao and Hongkong (Jack Braga) .........cccesesee 235 
Macao-Honekong Rice Smug@iing. 407 
Macao’s Re-Exports of Strategic Goods to 351 
Malaya, Better Communications 355 
End of Political Boycott in ......... 66 
s Financial Position and Outlook of ............ 748 
Political Scene in ........ 97 


| | 
600, 629, 804 ee 

5 
3 
3 
3 
37 
3 
)5 
32 
9 
9 
Bi 
35 
12 
31 
80 
28 
52 
57 
12 
65 
96 | 
39 
78 
06 
72 
35 
| 
86 
88 
59 
70 
40) 
34 
39 
51 
33 
38 
58 
19 
45 
396 
194 
329 
105 
366 
200 


424 


Malaya and Singapore, Secondary Industries of ........ 694 

Shipping and Aviation of .......... 660 

Self-Government and British Chinese ....... 291 

and Singapore Commercial Markets ........ 466 

Manila, Industrial and Commercial Reports from ...... 625 

N 

National Pianning for 1955 841 

Netherlands and Western New Guinea ................ 716 

O 

Oid Forms in New Guise (Chinese Constitution) ...... 782 

P 

Peking, British Labour Party s Visit 231 

Peking Constitution, Real Test of the ................. 583 

Constitution and Overseas Chinese ........... 161. 

Economic Arguments for the Hungry ........ 787 

Domestic Trade Nationalisation ............ 73 

: Economic Report (1st Quarter 1954) ....... 240 

“ Economic Trends (Bernardino Ronquillo) .. 51 

# Foreign Trade (Jan.-March 1954) .......... 216 

é Rice Problem and Nationalisation .......... 74 

Philippines, British Banks in the Leiper) ............ 823 

© Economic Reports from the .......... 464, 728 

2 Foreign Investments in the ............... 50 

Industrial Development ine: 197 896 


New Developments.in Rice Production in the 145 
Philippines’ Favourable Trend in 1st Half 1954 591 
Plastic Industry 


FAR EASTERN 


ECONOMIC REVIEW 


Reclamation at Kun Tong 
Rice Exports, Government Contracts and 


215 
» Problem of the Philippines ............ 74, 145, 855 

S 
Shanghai Land Investment Company Limited ........ 764 
Singapore, Development of Housing in .............. 858 
Singapore and Malaya, Secondary Industries of ...... 694 
Shipping and Aviation of ...... 660 
Singapore Share Market ..... 28, 902, 124, 156, 254, 352 


413, 446, 479, 510, 575 
605, 668, 735, 809, 871 


South Africa’s Trade with Malaya and Hongkong—1953 


T 


Taiwan’s Economy, Progress and Problems of 


492 

Outward Remittances in 1953 .............. 462 

e Rice Export Problems of (S.Y. Lee) ........ 115 

Tibet in Sino-Indian Relations (Mark C. Feer) ........ 519 

Tokyo, Economic Letter from ..... 24. 117; 177, 308, Bez 

590, 620, 724, 744 

Tokyo Stock and Ghare Market 210 

U 

U.S. Economic Report (E. Kann) ... 86, 113, 204, 279, 341 

390, 457, 562, 651. 

681, 714, 816, 844 

Unified Planning, The Importance of ..............000% 642 


WwW 


Wheelock Marden & Company Limited 


R 
469 


_March 31,1955 FAR EASTERN ECONOMIC REVIEW 


Incorporated in the Netherlands. 
Established 1863. 


The liability of shareholders of the Company is limited 


| 
NATIONALE HANDELSBANK N.V. 
| 


Capital issued & fully paid up ............ Nfl. 33,000,000.- 
SHIPPING | | 
IMPORT EXPORT Head Office:— Amsterdam. 
AGENCY OF | 
THE EAST ASIATIC CO.. LTD. 
HEAD OFFICE COPENHAGEN Netherlands: — Sumatra:— Lombok :— 
=QUEENS BUILDING. 282 FLOOR. HONGKONG, sf | | 
TELS The Hague - Djambi Ampenan 
CABLES: ORIENT. 
Palembang 
| Java:— Japan:— 
London, Saigon, Santos, Makavte Telok Betong 
Hamburg, Manila, Recife, | Tokio 
Paris, Cebu, Joinville, DHiekarte Gambir | 
Genoa, Tabaco, Buenos Aires, ’ Borneo:— Kobe 
Madras, Davao, Asuncion, Bandung Osaka 
Bombay, Shanghai, Encarnacion, (Sub-Agency) 
Calcutta, Tokyo, Durban, Malang Pontianak , 
Karachi, Osaka, Cape Town, 
Rangoon, Sydney, Probolinggo Staggers. 
Singapore, Melbourne, Port Elizabeth, Semarang Celebes:— 
Kuala Lumpur, San Francisco, Salisbury, | Thailand: — 
Malacca, New. York, Mombasa, Surabaya Makassar Bangkok 
b 
Representatives in London and New York. 
Correspondents throughout the world. 
enang, Toronto, _ Kisumu, i Banking business of every kind transacted. 
{poh, Montreal, Dar-es-Salaam, 
Teluk Anson, Rio de Janeiro, Usumbura, = 
k ; e Mercantile Ban 
Bangkok, Sao Paulo, Sekondi, | Montreal and Vancouver. 
Other territories covered through H. Sardeman, 
Agents and Associated Companies. | Manager. 


HONGKONG 


MERCHANTS 


IMPORTERS, EXPORTERS. MANUFACTURERS REPRESENTATIVES. 
SHIPPING | | INSURANCE 


CABLES 
LOXLEY-HONGKONG 


World-wide coverage through ene channel | 
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More Than 50 YEARS 


EXPERIENCE AT YOUR SERVICE 


To 
SOUTH AFRICA AND 
SOUTH AMERICA V.V. 


Two regular sailings per month, served a.o. by our wellknown vessels 
BOISSEVAIN, RUYS, TEGELBERG, TJITJALENGKA, 
STRAAT BALI, etc. 

Accepting Transhipment Cargo on Through Bills of Lading 
To 
West African Destinations 


To 
BRITISH EAST AFRICA, MAHE 
(SEYCHELLES) AND BEIRA V.V. 


Regular monthly sailings with uptodate modern vessels offering 
limited attractive passenger accommodation. 


SINGAPORE, PENANG, BELAWAN DELI 
AND PALEMBANG 


Regular Monthly Sailings 


To 
SINGAPORE AND INDONESIA (JAVA 
NORTHCOAST PORTS AND 
MACASSAR) 


Regular Fast Service by Our Modern Comfortable Vessels 
“TJIWANGI’/“TJILUWAH” every 2nd and 16th of each month. 


JAPAN AND INDONESIA (INCL. BALI) 


Special Holiday Fares 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartments available 


Agents for: 


HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 
BOOKING AGENTS FOR ALL AIR LINES 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Amsterdam. 


AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


King’s Bdlg. ground floor, Tels. 28015/19. Hong Kong 


Pan American 
offers the only 


ROUND-THE-WORLD 
TOURIST SERVICE-*1366% 


TO THE U.S.A. Fly The Rainbow, Pan American's new 
tourist service, via Tokyo or Manila to the U.S.A. 
Same big double-decked “Strato” Clippers* across the 
Pacific as on luxury flights. Same experienced flight 
crews. Complimentary meals. Only $990 round trip, 
save $387 over first-class round-trip fare. 


TO EUROPE. Popular Rainbow service from Hong 
Kong to Rome, Paris, other major European cities. 
You fly in speedy new Super-6 Clippers via the 
Middle East. Only $1013.10 round trip to Paris, 
save $252 over first-class round-trip fare. 


All fares quoted in U.S. Currency 


Fer reservations, call your Travel Agent or 
Alexandra House, Phone 37031, Hong Kong 
Peninsula Hotel, Phone 57694, Kowloon 


*Trade-Mark, 
Pan Americen World Ine. 


woRLD’s MOST 


PAN AMERICAN EXPERIENCED AIRLINE 


Pan American World Airways, Inc., Incorporated in the State of New York, U.S.A., with limited liability 
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LT Established 1832 | 
‘ FAR EAST MERCHANTS | 
o | || HONGKONG & SHANGHAI BANK HEAD OFFICE: 14/18 PEDDER STREET, 

BUILDING KONG 


Importers and Exporters, 
P.O. Box No. 36 Telephone No. 28021 Tea and General Merchants, 


Insurance, Shipping and 


| 
| 


| Air Transport 

Importers, Exporters, Shipping and 

Insurance Agents, Machinery and 

Contracting Engineers, Refrigeration GENERAL MANAGERS: 

Engineers, Office Equipment Experts, = Indo-China Steam Navigation Co., Ltd. 
e Australia China Line 

The Hong Kong Fire Insurance Co., Ltd. 

Pharmaceuticals. | GENERAL AGENTS: 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


HEAD OFFICE: 
24, ST. MARY AXE, LONDON, E.C.3 AGENTS: 


Glen Line Limited 
Royal Mail Lines Limited 
Prince Line Limited 


BRANCHES: Western Canada Steamships Co., Ltd. 
TOKYO NEW YORK The Union-Castle Mail Steamship Co., Ltd. 
NAGOYA COLOMBO Queensland Insurance Co., Ltd. 
OSAKA FOOCHOW’ Thistle Insurance Co., Ltd. 


The Legal Insurance Co., Ltd. 
Economic Insurance Co., Ltd. 


The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. | 


* Business temporarily suspended. 


SUBSIDIARIES :— Eastern Federal Union Insurance Co., Ltd. 
Dodsal Limited, Bombay. 

Dodwell & Co., (Aus.) Pty. Ltd., Australia. HONGKONG AIRWAYS LIMITED i 
Dodwell & Co. (East Africa) Ltd., Nairobi, 
iabiliy Kenya. THE JARDINE ENGINEERING 4 
> Pela Gardner Diesel Engines, Ltd., Vancouver. CORPORATION LIMITED 
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HONGKONG 


Importers — Exporters 


Managed by | | | 
A.P. HOLLER, COPENHAGEN ? Shipping, Airways & Insurance Agents 
General Agents U.S.A. | 
MOLLER STEAMSHIP COMPANY INC., | , ildi 
Somer Queen’s Building 
Fast Fortnightly Sailings To: HONG KONG 
NEW YORK, BOSTON, BALTIMORE & 
PHILADELPHIA “ 
| JAPAN, SAN FRANCISCO, LOS ANGELES & 
| PANAMA 
*M.S. “JOHANNES MAERSK” .... .... Apr. 2 P, O. Box No. 6 
"SS. "BOWCANADA Apr. 17 
MS. "SALLY May 2 
| * Calling Vancouver Cable Address: 
Accepting Transhipment Cargo on Through | : 
Bills of Lading for Central and South NORWEGIAN 


America, Caribbean and Gulf Ports. | 
Special Strongroom Compartments & | All Codes 
Refrigerated Cargo Space. 


Arrivals from U.S.A. 


MS. Apr. 6 _ Imports: 
MS. “TREIN MAERSK” Apr. 10 Paper- and Boards, all kinds of 
Sailings to India, Pakistan & P. Gulf Timber, Wallboards, Plywood, 
M.S. “VIBEKE MAERSK” .... _... .... Apr. 12 | Metals, Chemicals, Fishing Equip- 
M.S. “KIRSTEN MAERSK” .... .... .... May 9 | ment, Wine & Spirit, Provisions, 
Arrivals from Persian Gulf & India General Merchandise. 
M.S. “MATHILDE MAERSK” .... .... Mar. 28 
M.S. “AGNETE MAERSK” .... .... .... Apr. 28 Exports: 
Sailings to Djakarta, Semarang, China Produce, Seagrass, Feathers, 
Sourabaya, Macassar & Balik Wood Oil, Bamboo, Rattan, Cotton 
Papan Waste, Hair Nets, Human Hair, 
M.S. “KIRSTEN MAERSK” _ In Port Buoy B-18 Cassia, etc. — Hongkong Manu- 
M.S. “EMILIE MAERSK” .... .... .... Apr. 3 factured Goods. 


For Freight & Further Particulars 
Please apply to: 


JEBSEN & CO. 


Pedder Building. Tel: 37041 


Chinese Freight Booking Offi 7 
27, Connaught Rd, C.- bin A Also in: BANGKOK, NAIROBI, OSLO, 


Dates and rotation subject to change without notice. | | SA N. DA K AN & SINGAPORE. 


At liberty to proceed via other ports to 
load/discharge cargo 
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